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We  Americans  have  •▼er>-  reason  to  look  to 
the  future  with  oonffdence.     The  irar  taught  us 
that  we  have  vaet  productive  capacity.    We  know, 
too,  from  five  vears  of  experience  with  the 
greatest  inflationary  presstires  In  history,  that 
the  cost  of  living  can  be  and  has  been  kept  in 
line. 


^Ve  can  see  ahead  thp  greatest  chance  this  country  has  t^^vr  had  for  a  long-sustained  period 
of  full-production,  with  handsome  returns  for  our  industries  and  our  farms  and  good-paying  jobs 
for  everyone  willing  to  work. 

Yet  our  progress  toward  that  goal  is  being  delayed  bj'  fear  and  daibt  and  blind  self- 
interest.     Those  are  the  bottle-necks  we  must  break. 

T  believe  that  in  the  wage-price  policj'  set  forth  today  the  American  people  have  a  blue- 
print that  can  rid  our  econoqy  of  those  bottlenecks  ar>i  clear  the  way  for  the  greatest  flood  of 
goods  this  great  nation  has  ever. seen. 


Industry  needs  and  is  entitled  to  firm  assurance  that  it  will  get  speedy  decisions  on 
wngB  and  price  ad  Justine  nts  where  thej'  are  needed,  and  that  it  can  move  ahead  with  long-range 
full  production  plans  based  on  stable  costs  and  good  and  steady  profits. 

Workers  have  a  right  to  assurance  that  they  are  free  to  bargain  for  reasonable  wage  in- 
creases under. the  wage  patterns  clearly  established.     They  have  a  right  to  assurance  that  govern- 
Bjent  decisions  on  the  agreements  itiich  come  out  of  collective  bargainl.ng  will  be  made  speedily. 

Farmers  have  a  right  to  assurance  that  their  farm  income  will  be  maintained  at  pcrmanentlj 
high  Ipvels  so  that  they  nay  have  a  fair  share  of  our  national   peacetime  prosperity. 

• 

All  of  us,  no  matter  how  wo  make  our  living,  art  entitled  to  know  that  the  rents  and  pric«9 
we  pay  are  not  going  to  shoot  up  in  the  months  ahead.     And  we  have  a  right  to  expect  -  at  prices 
we  can  afford  -  more  durable  goods,  more  clothing,  more  hones  and  the  other  things  which  we  so 
badly  need  today. 
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T  believe  sincerely  that  the  waf^e-price  policy  is  a  practical  step  toward  a  future  of 
sustained  prosperity.     I  believe  that  we  can  make  the  plan  work  to  get  the  all-out  production 
needed  eventually  to  lick  inflation.     In  the  meantime  we  can  continue  holding  the  price  and 
rent  line  acainst  the  kind  of  disastrous  boom  and  collapse  which  began  Just  about  this  time 
after  the  last  war. 

?;e  can't  expect,  however,  that  this  plan  vdll  work  autonatically.     First,  every  employer 
and  every  worker  and  evorj'  farnor  must  want  to  rake  it  work.     That  means  tackling  the  Job  in 
the  same"  spirit  in  y^ich  we  tackled  oiu:  war  Job.     It  means  a  Rood  deal  of  give  and  take  -  -    . 
and  perhaps  a  little  sarriflce.     It  means  a  little  self-control  over  our  own  self-interests; 
a  little  less  scrambling  to  get  ahead  of  the  next  fellow  who  may  seem  to  have  some  slight, 
temporary  advantage* 
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Second,  we  must  continue  to  have  effective  governmental  tools  to  do  the  Job. 

Finallv,  all  government  agencies  involved  in  the  new  stabilization  program  must  stream- 
line their  machinery  even  further  and  work  even  harder  to  give  businessmen,  farmers  and  workers 
"fair  and  quick  decisions.  I  know  this  is  an  objective  on  which  all  government  leaders  agree. 

The  American  people  are  determined  to  sea  tlat  our  economy  works  for  all  the  people. 
They  are  determined  that  this  fight  to  avert  the  tragedy  of  inflation  will  be  won.  Upon  the 
outcome  of  this  fight  hangs,  not  only  the  value  of  our  earnings  and  our  savings  tomorrow, 
but  also  our  security  and  our  economic  and  social  progress  for  years  to  come. 

v:e  have  the  sure  knowledge  that  there  Is  nothing  inevitable  about  inflation,  for  it  would 
be  a  catastrophe  of  our  own  making.  T7ith  the  right  spirit  and  the  right  tools  we  can  get  the 
production  we  need  in  the  months  ahead,  and  at  the  same  tijne  insure  a  safe,  sound  foundation 
for  a  healthy  and  prosperous  economy  after  this  emergency  has  been  long  forgotten. 


Chester  Bowles 

Director  of  Economio  Stabilization 


1.  Q,  WHAT  IS  TOE  "^IRPOSE  OF  THE  NEW  WAGE- PRICE  POUCY  ANNOUNCED  BY  PRESIDENT  TRUMAN  ON. 

FEERUARY  UTH  IN  EXECUTIVE  ORDER  NO.  9697? 

A,  To  maintain  the  "Stability  of  the  economy  in  the  present  emergency"  and  to  clear  tlit 
decks  for  full-speed-ahead  in  production,  the  order  provides* 

FIRST,  a  basis  for  reasonable  wage  settlements  In  all  oases.  Labor  is  assur«d  the 
opportunity  to  obtain  wage  adjustments  in  line  with  those  worked  out  In  free 
negotiations,  or  recommended  by  the  government,  since  V-J  day. 

And  SECOND,  prompt  adjustments  in  price  ceilings  wherever  they  art  necessary  to  relleTt 
hardship  or  Increase  production  of  essential  goods. 

2,  Q.  TOAT  ARE  THE  BASIC  SIMILARITIES  BETWEEN  THE  NEW  WAGE-PRICE  POLICY  AND  THE  PREVIOOS 

POLICY? 

A*  The  new  policy  is  not  a  brand  new  program  but  an  adaptation  of  the  old  to  fit 
present  conditions* 

The  new  policy,  like  the  old,  calls  for  free  collective  bargaining  within  the  fra»t- 
work  of  the  stfbilization  program.  Except  in  a  few  special  situations,  it  in^osea 
no  direct  prohibitions  on  wage  or  salary  increases. 

Like  the  old,  the  new  policy  puts  limits  upon  the  extent  to  which  wage  or  salary 
increases  can  be  reflected  in  higher  prices  or  higher  costs  under  government 
contracts.  Such  Increases  must  be  approved  by  the  government  before  they  can  ba 
used  for  these  purposes. 


3,  Q,  WH^T  ARE  THE  PRINCIPAL  DIFFERENCES  BE^.TEEN  THE  NEW  WAGE-PRICE  POLICY  AND  TOE  PREVIOOS 
POLICY? 

A,  Under  the  old  policy,  the  standards  for  approval  of  wage  or  salary  increases  were 
relatively  limited.  These  standards  were  not  intended  to  limit  the  amounts  of  the 
Increases  which  would  actually  take  place.  On  the  contrary,  so-called  unapprorad 
incx*eases,  over  and  above  the  standards  for  approval,  were  encouraged.  But  these 
unapproved  Increases  could  not  be  reflected  in  higher  ceiling  prices  right  away. 
After  a  six-month  test  period,  however,  OPA  was  directed  to  take  them  into  full 
account  and  to  give  any  price  relief  which  the  test  period  showed  was  called  for 
under  established  pricing  standards. 

This  policy  worked  well  in  the  majority  of  cases.  Thousands  of  wage  agreements  have 
been  concluded  in  orderly  fashion  under  thl»  policy.  Prices  have  been  held  in  line. 
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Tn  many  industries,  however,  labor  has  suffered  a  severe  loss  in  take-home  pay,  as  a  re- 
sult of  loss  of  overtime,  downgrading  and  similar  factors.-  In  some  of  these  industries, 
employers  could  not  absorb,  even  for  a  test  period,  the  increases  in  wace  rates  which  were 
necessary  to  give  labor  at  least  partial  compensation  for  this  reduction  in  earnings  and 
to  offset  the  increases  in  the  cost  of  living  since  before  the  war. 

The  new  policy  meets  this  difficulty  squarely  and  realiaticaliy.  It  liberalizes  the  stand- 
ards for  approval  of  wage  and  salary  increases.  The  basic  standard  consists  of  the  pattern! 
of  adjustment  which  have  actually  been  established  in  the  various  industries  and  localities 
during  the  period  between  V-J  Day  and  the  date  of  the  order. 

Having  liberalized  the  standards  for  approval,  the  new  policy  no  longer  encourages  unap- 
proved wage  or  salary  increases.  Consideration  of  such  increases  is  barred,  not  merely 
for  six  months,  but  for  the  duration  of  the  stabilization  laws  in  determining  either  price 
ceilings  or  costs  under  government  contracts. 

Wage  or  salary  increases  which  are  going  to  be  used  in  applying  for  price  relief  immediate- 
ly, or  for  increasing  costs  to  the  government,  must  be  approved  in  advance, 

A,  Q,  WILL  THE  NEW  POLICY  REQUIRE  PRICES  TO  BE  INCREASED  ^EREVER  WAGE  RATES  HAVE  GONE  UP? 

A.  Far  from  it.  Higher  wage  rates  do  not  necessarily  mean  proportionately  higher  labor 
costs.  Loss  of  overtime,  downgrading,  an  inproved  labor  force  and  other  factors,  offset 
the  effect  of  higher  rates  on  labor  costs  in  whole  or  in  part, 

#' 
The  whole  record  since  the  last  war  proves  this  point  clearly.  In  1919  our  industrial 
workers  earned  on  the  average  only  A7  cents  an  hour.  Today  the  average  is  99  cents  an 
hour,  more  than  twice  as  much.  Yet  the  average  of  prices  we  are  now  paying  in  the  stores 
is  just  about  the  same  as  it  was  in  1919.  And  the  process  has  not  bankrupted  American 
business  either.  Cori-oration  profits  before  taxes  last  year  were  three  times  what  they 
were  in  1919. 


5. 


Even  when  increases  in  wage  rates  do  increase 
for  price  increases.  The  effects  that  higher - 
industry  to  industry.  In  one  indtistry  direct 
the  cost  of  manufacturing.  Thus,  a  10  percent 
the  maximum,  increase  the  total  cost  of  manufa 
tries  where  wages  make  up  a  larger  part  of  the 
greater.  But  even  where  there  are  substantial 
sarily  have  to  raise  prices.  Many  of  them  are 
they  will  be  fully  able  to  absorb  the  increase 
before  the  war. 


costs,  they  do  not  by  any  means  always  call 
labor  costs  have  on  prices  vary  sharply  from 
labor  costs  may  make  up  only  10  percent  of 
wage  increase  in  such  an  industry  could,  at 
during  only  one  percent.  In  other  indus- 
total  cost  the  impact  will  naturally  be 
cost  increases  nanufacturers  will  not  neces* 
in  such  a  highly  profitable  position  that 
s,  and  still  show  much  higher  earnings  than 


Q.   ™HAT  DOES  THE  N?"  WAGE-PRICE  POLICY  MEAN  TO  THE  AVERAGE  AMERICAN  FAWILY 
CONCERNED  ABOUT  THE  COST  OF  LIVING? 


■ICH  IS  SO 


A,  First  of  all,  it  means  that  consumers  can  expect  to  get  larger  supplies  of  refriger- 
ators, .^ashing  machines,  automobiles  and  all  the  other  peacetime  goods  we're  ail  waiting 
for.  Secondly,  it  will  not' mean  a  new  higher  level  of  prices.  More  than  two-thirds  of 
the  average  family's  expenditures  go  for  food,  rent  and  clothing.  The  new  wage-price 
policy  should  have  no  effect  on  rents  and  little  or  no  effect  on  food  and  clothing.  Spe- 
cial steps  are  being  taken  to  increase  production  of  low-priced  clothing  and  thus  to  re- 
duce the  average  family's  clothing  bill.  Prices  for  some  metal  goods  will  undoubtedly  in- 
crease somewhat.  Such  increases  mean  a  bulge  in  the  price  line.  But  there  will  be  no 
break-through, 

6,  Q.  ??HAT  DOZS   THE  NE7/  WAGE-PRICE  PROGRAM  MEAN  TO  ^E  AVERAGE  EMPLOYER? 

A,  It  means  quicker  settlement  of  wage  problems.  It  means  prompt  price  relief  where  hard- 
ship exists  under  fair  pricing  standards.  It  means  that  the  way  is  cleared  for  all-out 
production. 


I' 


t.  Q,  fHAT  DOES  THE  NET  WAGE-PRICE  POLICY  MEAN  TO  THE  AVERAGE  nORKER? 

A,  It  means  that  barriers  to  fair  «a«e  and  aaUry  adjustment*,  through  collective  bargain* 
lug  or  otherwise,  are  removed.  It  means  that  the  worker  is  protected  against  a  runaamy 
cost  of  living  which  would  destroy  the  benefits  of  the  adjustments,  - 

t.  Q,  WHAT  DOES  THE  NEW  WAGE-PRICE  POLICY  MEAN  TO  WE   AVERAGE  FARMER? 

A.  It  means  an  increased  flow  of  machinery,  tools  and  other  peacetime  goods  he  needs  to 
run  his  farm.  And  it  is  unlikely  that  there  will  be  any  real  increase  even  In  the  prices 
of  the  farm  equipment  he  buys.  It  means  that  the  declining  income  which  many  farmrs  ex- 
pected after  V-J  Day  will  not  materialize  because  the  wartime  purchasing  power  of  many  in- 
dustrial workers  will  be  at  least  partially  restored  through  Increases  in  wage  rates. 

'•  S;r  I!^^^  ™^  ^'"  WAGE-PRICE  POLICY  TIE  BOSINESSMEN  AND  LABOR  UNICMS  UP  IN  RED  TAPE  AID 
DELAY?  »-w 

A,  Emphatically  no,  Tlie  Government  is  obligated  to  give  both  groups  the  fasUst  posslbl. 
action,  if  we  are  to  get  the  flood  of  production  we  need.  The  new  !rage-price  program  cob! 
tains  new  provisions  for  streamr lining  procedures  to  the  limit.  However,  this  is  a  two- 
way  obligation.  Businessmen  will  have  to  cooperate  by  sur^plying  accurate  data  and  sifflply- 
Ing  it  more  quickly  than  has  been  the  case  on  many  occasions  in  the  past.        ''W^ 

10.  Q.  "HAT  AGEI^CIES  WILL  ADMINISTPR  IHE  NEW  WAGE-PRICE  POLICY? 

S;c«^f«M?t  ^fr°^^^  Which  have  been  administering  the  previous  policy.  The  National 
Wage  Stabilization  Board  will  pass  finally  on  all  appUcations  for  approval  of  wage  in- 
Ztir:."''"T  '""T   ^^°^^';^  agricultural  labor  and  so-caUed  Lea^^mendmeni  ^esf  ft. 
ttl      ^L  °"  i«<^^eases  for  certain  salaried  employees  receiving  $5,000  per  annti.  or 

^du^trT  ?  sf '"'^.'"''Jif'  °^  "  ""'^^""^  ^"^  *""^^^  ''^eional  tripartite'boards  madHp  Sf 
industry,  labor  and  public  representatives.  It  was  established  at  the  beginning  of  tS« 
year  to  carry  on  the  stabilization  functions  of  the  War  Labor  Board, 

The  Salary  Stabilization  Unit  in  the  Treasury  Department  wlU  pass  finally  on  all  arollea. 

■Rye   Office  of  Price  Adoljilstratlon,  of  course,  »1U  administer  the  orlce  fa.tur..  of  «■- 
ttirdtZ:   ""'  ""  '^^°™'  °'  ^"^  ^""'^'^  •'  Agrlculture'as  re5ui?:d'brS::'l^  «1! 

!^!  tt^'t'T  "''  ^""""^o  StsMllzatlon  wlU  direct  and  coordinate  the  overaU  Dolide.  .n» 

•  ":sidintti%s?:eti:?:"^ "  "'^"'  ""^  ^««^"'  •-  -i^or:^  ?n"iS2":i?s  S 
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11.  Q.     CAN  AN  El!PLOYER  U7^UI1Y  MKE  A  WAGE  OR  SAURY  INCREASE  WITHOUT  GETTING  GOVERmENT 
APPROVAL? 

A,     Yes,    Under  the  new  executive  order,  so-called  unapproved  wage  or  salary  increases  are 
still  lawful,  with  certain  exceptions,   just-  as  they  were  before.     However,  wage  or  salary 
increases  must  be  approved  before  they;  can  be  used  as  a  basis  for  securing  an  increase  in 
price  or  rent  ceilings  or  utility  rates  or  for  increasing  costs  to  the  United  States  under 
Governinent  contracts.     Unless  approved,  such  increases  cannot,  for  the  duration  of  the 
stabilization  laws,  be  considered  for  such  proposes, 

12.  Q.     APE  TIERS  EXCEPTIOHS  TO  THE  GENERAL  RULE  THAT  UNAPPRO\TvD  V.'AGE  OR  SAURY  INCREASES  AP£ 
NOT  UNLAWFUL? 


A,    Yes, 

Order, 


These  exceptions  are  the  same  as  those  which  existed  before  the  new  Executive 


Wages  in  the  b\iilding  construction  industry  cannot  be  increased  without  the  prior  approval 
of  the  V/age  Adjustment  Board,     (This  agency,  made  up  of  management,  labor,  and  public 
representatives,  has  administered  wage  controls  in  this  particular  field  throughout  the 
war). 

Wage  increases  which  do  not  conform  to  the  ceilings  on  agricultural  labor  established  by 
the  Departnent  of  Agriculture  are  unlawful. 

Certain  inequity  adjustments  in  the  basic  steel  industry  called  for  by  the  War  Labor  Board's 
decision  of  November  25,  V^IM^   in  the  "basic  steel  case"  still  require  prior  approval. 

Finally,  new  job  rates  in  new  plants,  or  in  new  departments  of  existing  plants,  are  unlaw- 
ful without  specific  approval,  except  to  the  extent  that  advance  approval  may  be  given 
by  general  order. 

The  new  executive  order  authorizes  the  Economic  Stabilization  Director  to  provide  that 
additional  classes  of  wage  or  salary  increases  shall  be  unLawfvil  uriLess  made  with  prior 
approval,  if  in  his  judgment  such  action  is  necessary  to  prevent  wage  or  salary  increases 
inconsistent  with  the  purposes  of  the  stabilization  laws. 

The  new  executive  order  and  regulations  do  not  affect  pre-oxisting  rules  as  to  wage 
decreases.    All  wage  decreases  are  unlawful  unless  approved  before  being  made. 
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13.     Q.  .  WHAT  IS  MEANT  BY  AN  UPPRCVED"  WAGE  OR  SAURT  XKCREASE? 

A,    An  approved  wage  or  salary  increase  Is  one  whictr  can  be  used  as  *  recognised  itea  of 
costs  in  applying  for  an  increase  in  price  or  rent  ceilings  or  utility  rates,  or  as  a 
basis  for  relmbtirsement  under  Goveriinent  contracts.    An  unapproved  increase  cannot  be 
used  for  any  of  these  pirposes  for  the  duration  of  the  stabilisation  laws. 

The  executive  order  itself  gives  blanket  approval  to  certain  classes  of  wage  or  salarjr 
increases* 

The  order  also  authorizes  the  Economic  Stabilization  Director  to  give  blanket  approval 
to  additional  classes  of  increases.  Several  such  classes  of  increases  are  approved  in 
the  new  wage-price  regulations. 

Where  such  advance  approval  has  been  given,  no  further  application  to  ary  wage  or  salaiy 

stabilization  agency  is  required. 

Approval  of  other  wage  or  salary  increases  can  be  secured  only  on  specific  application  to 
the  appropriate  wage  or  salary  stabilization  agency, 

■  U.     Q.     VAY  AN  EKTLOYER  JIAKE  A  V/AGE  OR  SAURY  INCREASE  ATT)  THE'J  APPLY  FOR  APPROVAL  OF  IT 

AFTERWARD? 

A,     In  two  classes  of  cases,  yes.    In  others,  no. 

The  first  class  of  cases  is  one  established  by  an  earlier  order  of  the  Stabilization 
Administrator,     For  an  interim  period,  until  Varch  15,  19^6,  an  employer  may  make  an  • 
unapproved  wage  or  salary  increase  without  waiving  the  ripht  to  seek  approval  afterward. 
He  mustj  however,  apply  for  such  approval  within  30  days  after  the  increase  is  first 
reflected  in  current  payrolls. 

The  new  reg^jlations  provide  for  a  second  class  of  cases  in  which  approval  of  a  wage  or 
salary  increase  may  be  sought  after  it  has  been  made.    An  employer  need  not  secure  prior 
approval  of  a  wage  or  salary  increase  if  he  has  no  present  intention  of  using  it  as  a 
basis  for  seeking  an  increase  in  price  or  rent  ceilings  or  utility  rates  or  for  increasing 
costs  under  a  Government  contract,  and  if  he  so  states  in  a  notice  describing  the  increase 
filed  with  the  appropriate  wape  or  salary  stabilization  agency  within  30  days  after  the 
Increase  is  first  reflected  in  current  payrolls. 

If  the  employer  files  such  a  notice,  he  can  ask  for  approval  of  the  increase  at  any  later 
time.    Approval  will  be  given  or  withheld  on  the  same  basis  as  if  it  had  been  sought 
before  the  increase  was  made. 

If  an  employer  makes  an  unapproved  wage  or  salarj'  increase  on  or  after  I'arch  15,  19^6,  and 
fails  to  file  Such  a  notice,  he  will  be  deemed  to  hax'e  waived  anj'  right  to  use  the  increase 
as  a  basis  for  seeking  price  increases,  or  for  any  of  the  other  purposes  stated  above, 

25.     Q.     IF  AN  EMPLOYER  I'AhlS  A  WAGE  OR  SALARY  INCREASE  ?:iTHOU?  PRIOR  AFPROV;X  AND  GIVES 

NOTICE  THAT  HE  HAS  NO  PKESEOT  INTENTION  OF  USING  IT  AS  A  BASIS  FOR  SEEKING  A*  PRICE  liCREASE, 
VAY  JE  APPLY  FOR  A  PRICE  INCKF.ASE  LATER? 

A,     Yes,     He  must,  of  course,  first  secure  approval  of  the  wage  increase,     OPA  will  then 
consider  his  application  for  price  relief,  if  he  shows  a  reasonable  ground  for  the  chang* 
in  his  original  intention.     Any  price  relief  called  for  on  thP  basis  of  the  established 
pricing  standards  will  then  be  r.iven. 
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16.  Q.  WHAT  IS  THE  PUIiPOSE  OF  REQUIRING  AN  D.^PLOYER  TO  SECURE  APPRO\^AL  OF  A  WAGE  OR  SALARY 
INCREASE  BEFORE  ViAKING  IT  IF  HE  INTENDS  TO  USE  THE  INCREASE  AS  A  BASIS  FOR  AN  BttlEDIATE 
APPLICATION  FOR  PRICE  RELIEF? 

A.    Wages  and  ealaries,  of  course,  are  most  closely  tied  to  prices  in  those  cases  in  which 

the  employer  believes  that  a  wage  or  salary  increase  will  require  an  inunediate  price 
increase.     The  new  standards  of  approval  represent  the  limits  upon  the  amounts  of  the  wage 
or  salary  increases  which  can  be  permitted  to  affect  prices,  consistently  with  continued 
stabilization. 

While  employers  are  not  prohibited  from  agreeing  to  absorb  additional  increases,  it  is 
important  that  any  such  agreement  should  be  made  with  open  eyes.     Otherwise,  widespread 
wage  settlements  might  be  made  in  excess  of  the  standai-ds  for  approval  without  awareness. 
This  woTjld  create  the  dilemma  of  either  imposing  severe  and  often  intolerable  hardship  upon 
employers  in  mary  cases, or  of  permitting  a  break  in  the  wage-price  policy  which  would  upset 
the  stabilization  program. 

17.  Q,     WHAT  CUSSES  OF  WAGE  OR  SALARY  INCFiL\SES  ARE  GIVEN  ADVANCE  APPRO\'AI.  BY  THE  PRESIDENT'S 
EXECUTIVE  ORDER  ITSH.F? 

A.     The  President's  executive  order  gives  advance  approval  to  two  classes  of  wage  and  "salary 

increases!     (1)  Any  increase  lawfully  made  before  the  date  of  the  order  (February  IZl,  19^6), 

and  (2)  ai^y  Increase  made  at  any  time  in  accordance  with  a  governmental  recomendation 
announced  before  the  date  of  the  order. 

The  National  Wage  Stabilization  Board  and  the  Salary  Stabilisiation  Unit  in  the  Treasury 
Department  will  give  rulings,  upon  request,  on  questions  as  to  whether  a  particular  increase 
\inder  their  Jurisdiction  falls  vriLthin  one  of  these  classes. 

18.  Q.     WHAT  ADDITIONAL  CLASSES  OF  WAGE  OR  SALARY  INCREASES  AM:  GI\^N  ADVANCE  APPKOVAt  BY  THE 
NE7f  WAGE-PRICE  REGUUTIONS? 

A,     (l)  Increases  made  by  employers  who  employ  no  more  than  eight  employees,  unless  wages 
for  such  employees  have  in  the  past  been  determined  by  a  master  contract,  or  by  similar  or 
identical  contracts,  on  an  industry  or  area-wide  basis,  or  unless  the  National  V/age  Stabiliz- 
ation Bo£rd  provides  for  specific  approval  in  the  particular  type  of  case. 

(2)  Increases  providing  for  a  naximum  of  six  paid  holidays  a  year| 

(3)  Increases  providing  for  night  shift  differentials  not  exceeding  5  cents  for  a  second 
shift  or  ten  cents  for  a  third  shift; 

iC)  Increases  providing  for  paid  vacations  of  no  more  than  one  week  after  one  year  of  employ- 
ment and  two  weeks  after  five  years  of  employment. 

(5)  In  addition,  the  regulations  authorize  the  wage  or  salary  stabilization  agencies  to  issue 
pattern  orders,  or  other  general  orders,  which  will  give  advance  approval  to  a  much  larger 
number  of  increases.     Several  such  pattern  orders  have  already  been  issiied  by  the  National 
Wage  Stabilization  Board.     The  Board  will  issue  comparable  orders  as  rapidly  as  possible. 

These  blanket  approvals,  of  course,  do  not  cover  increases  in  the  building  and  construction 
industry  and  other  classes  of  cases  (listed  in  Qestion  11,  above)  in  which  no  Increase  is 
lawful  without  specific  approval.. 


J9.    Q.    WILL  A  SEPARATE  APPLICATION  FOR  APPROVAL  RAVI  TO  BR  njW  WITH  THE  APPRQPfaATE  AGENCY 
FOR  BTERY  WAGE  OR  SAUKT  INCREASE  NOT  FILLING  WITHIN  ONB  CF  THE  CLASSES  WHICH  HAS  BEEN 
OIVEN  ADVAWCE  APPHOVALT 

A.    T«e,  if  the  enploy«r  withei  to  vat  it  4«  a  basis  for  sasldng  an  increasa  in  prlca  or 
rant  ceilings  or  utility  rates  or  for  Incraaalng  costs  to  thf  United  States  under  a 
Ooremaent  contract. 

However,  the  classes  of  Increases  which  are  given  advance  approval  will  be  steadily  en- 
larged as  a  result  of  the  Issuance  of  pattern  orders  and  similar  general  orders  by  the 
National  Wage  StaMliratlon  Board  and  the  Salary  StablHzat5on  Unit. 

10.     C.     WHEN  A  GENEPsAL  ORDER  V.kB  PEEN  ISSUED  BY  THE  NATIONAL  WAGE  STAPn.IZATION  BOARD  OR  THE 
SAIARY  STABILIZATION  UNIT  GIVING  ADVANCE  APPROVAL  TO  A  QASS  OF  WACE  OR  SAIARY  INCREASES, 
KAY  AN  D'PLOyER  SECTIRE  APPROVAL  ON  SPECIAL  APFLTCATION  OF  AN  INCREASE  IN  EXfXSS  OF  THE 
AMOUNT  APPROVED  PT  THE  GENERAL  ORDER? 

A.     Ordinarily  not.     Thus,  the  Board's  pattern  orders,  once  Issued,  will  establish  definite 
limits  upon  the  wage  Increases  which  can  be  approved  in  the  industry  or  Industries  covered 
by  the  order.     Only  In  special  types  of  situations  will  an  application  for  approval  of  an 
Increase  in  excess  of  the  recognized  pattern  be  entertained, 

A.     Q.     r.'HEEE  SHOTD  AN  APPIJCATION  FOR  APPROVAL  OF  A  WAGE  OR  SALARY  INCREASE  BE  riI£D? 

A.     No  change  has  been  made  in  the  procedure  for  filing  applications  for  approval  or  In  tfaa 
scope  of  authority  of  the  rpspective  wage  and  salary  stabilization  agencies. 

As  was  the  case  before  the  new  executive  order,  applicatiorts  for  approval  of  Increases 
subject  to  the  Jxirisdiction  of  the  National  V/age  Stabilization  Board  will  continue  to  be 
filed  with  the  nearest  local  office  of  the  Wage  and  Hour  Division  of  the  DepartMnt  of 
tabor. 

Applications  for  approval  by  the  Salary  SUbllization  Unit  will  be  filed  as  before  with 
the  Unit's  local  regional  offices. 

Applications  for  approval  of  Increases  for  agricultural  workers  (includ-'ng  those  covered 
by  the  Lea  Amendment)  will  continue  to  be  filed  with  the  Labor  Branch,  Production  and 
Marketing  Administration,  Depart-nent  of  Agriculture,  T/ashington,  D.  C.  or  write  the 
appropriate  State  USDA  Wage  Board.     Applications  covering  so-called  Lea  Amendment  eai- 
ployees  will  be  transmitted  by  the  Dcpartnent  of  Agriculture  to  the  Economic  Stabillxatioa 
Director  for  his  decision. 

12.     Q.     WnX  APPLICATIONS  FOR  APPROVAL  OF  MGE  OR  SAIARY  INCREASES  BE  ACTED  ON  ffiOfPTIJ? 

A.     Yes.     Both  the  National  Wage  Stabilization  Board  and  the  Salary  StabiUzatlon  Unit 
will  authorize  their  regional  offices  throughout  the  country  to    make  final  rulings  on  aiost 
applications  without  sending  then  to  Washington.     The  national  offices  of  these  agencies 
are  prepared  to  act  with  all  possible  speed  on  the  few  cases  requiring  their  attention. 
The  Board  and  the  Salary  Stabilization  Unit  will  streamline  the  procedures  for  submitting 
applications  to  the  fullest  possible  extent. 

Most  lapoirtant,  the  pattern  orders  and  other  general  orders  ?hlch  will  give  advance  approval 
for  Increases  In  specific  Industries  and  areas  and  for  other  classes  of  increases  will 
wholly  ellminatt  the  need  for  special  application  In  the  classes  of  cases  which  the  orders 
cover.    Thus  the  agencies  will  be  able  to  act  Bore  rapidly  ©n  the  reoaining  cases. 
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23.     Q.    WHAT  STANDARDS  WIlL  BE  APPLIED  BY  THE  WAGE  AND  SAIAMf  STABILIZATION  AGENCIES  IN  PASSING 
UPON  APPLICATIONS  FOR  APPROVAL  OF  WAGE  OR  SALARI  INCREASES? 

A,     The  executive  order  and  the  new  regulations  issued  by  the  Stabiliaation  Director 
establish  five  groups  of  standards  for  the  approval  of  wage  or  salary  increases.     The  wage 
and  salary  stabilization  agencies  may  approve i 

(1)  Increases  consistent  with  a  general  pattern  of  wage  or  salary  adjustments  which 
has  been  established  in  a  particular  industry,  or  in  an  industry  or  related  industries  in 
a  particular  local  labor  market,  between  August  18,  19^5,  and  February  \U,  19^6  (See 
Questions  24.  to  27,  below) 

(2)  Increases  necessary  (where  no  such  pattern  was  established)  to  eliminate  a  gross 
Inequity  between  wage  rates  or  salaries  in  related  Industries,  related  plants  in  the  same 
industry,  or  related  Job  classifications  in  the  same  plant.     (See  Questions  28  and  29  below) 

(3)  Increases  necessary  (where  no  such  pattern  was  established)  to  make  the  average 
increase  in  wage  or  salary  rates  of  employees  in  the  appropriate  unit  since  Janviary  1,  1941, 
equal  the  percentage  increase  in  the  cost  of  living  between  January  1941  and  September  1945 
(namely,  33  per  cent).     (See  Questions  30  and  31,  below) 

(^)    Increases  necessary  to  correct  substandard  rates,     (See  Question  32,  below) 

(5)  Ii\creascs  falling  within  the  wartime  wage  standards  in  effect  on  August  17,  1945 
(except  the  standards  relating  to  "rare  and  unusual"  cases)  which  were  used  in  passing  on 
applications  for  approval  of  wage  or  salary  increases.     (See  Question  33,  below) 

2/1,     Q.     DOES  THE  NEW  "PATTERN"  STAI©ARD  IffiAN  THAT  AOT  WAGE  INCREASE  UP  TO  ISj  CENTS  AN  HOUR, 
OR  SOl£E  SBaUR  FIGURE,   V/ILL  BE  APPROVED? 

A,     No.     The  executive  order  does  not  proceed  upon  the  basis  that  ary  nation-wide  pattern 
of  wage  or  salary  increases  has  been  established  by  recent  wage  settlements.     The  patterns 
which  it  recognizes  are  patterns  for  particular  industries,  or  for  particular  industries 
or  related  industries  within  a  particular  labor  market  area.     These  patterns  vary  from 
industry  to  industry  and  from  locality  to  locality.     In  many  industries  and  localities 
no  post-V-J  Day  pattern  was  established  before  the  date  of  the  order.     In  these  industries 
and  localities,  the  principal  standards  of  approval  of  wage  and  salary  increases  will  be 
the  "gross  Inequity"  standard  and  the  "cost-of-living"  standard, 

25.  Q«     TO  WHAT  EXTENT  WILL   "PATTERN"  INCFiASES  BE  APPIiCVED  WHERE  THERE  HAVE  BEEN  PREVIOUS 
INCREASES  MADE  BY  THE  E?TLOYER  SINCE  AUGUST  18,  1945? 

A,     The  "pattern"  referred  to  in  the  executive  order  and  regulations  is  a  pattern  of  wage 
rate  increases  since  V-J  Day, 

If  a  16  cent  increase  is  established  as  the  "pattern"  in  a  particular  industry,  and  if  a 
particular  firm  covered  by  the  pattern  had  already  given  only  a  lO-cent  general  increase 
since  August  18,  1945,  the  msximum  additional  adjustment  approvable  would  be  six  cents. 
There  would  not  normally  be  offset,  bofrever,  adjustments  to  individual  Job  classifications 
to  eliminate  intra-plant  inequities,  merit  or  length  of  service  increases,  so-called 
fringe  adjustments  (such  as  night  shift  differentials,  paid  holidays  and  paid  vacations), 
or  other  non-basic  adjustments. 

The  wage  or  salary  stabilization  agencies  will  determine  in  individual  cases  which  post- 
V-J  Day  adjustments  will  be  offset, 

26,  Q,     HOW  mU  THE  NATIONAL  WAGE  STABILIZATION  BOARD  DETEmilNE  V/HETHER  A  "GENERAL  PATTERN"  OF 
WAGE  ADJUSrZENTS  HAS  BEEN  ESTABLISHED  IN  A  PARTI CUUR  INDUSTRY  SINCE  V-J  DAY  AND  WHAT 
CONSTITUTES  THE  PATTERN? 


A.    The  inwrer  to  this  question  will  deprad  on  the  psrtlcnlar  olreiMUnees  presented  end 
cannot  be  ^von Jy  any  rule  of  thumb.    The  Board  will  consider  the  adJustnenU  actually 
■Bde  since  V-J  Day  (unlees  they  were  only  Interla  setUenents  with  further  adjufltMnts 
contemplated?,  the  extent  to  which  they  were  nade  ty  coopanies  which  In  the  past  have  been 
wage  leaders,  and  slallar  factors, 

^         In  some  cases  the  dominant  pattern  will  be  found  to  tore  developed  In  terms  of  percentages. 
In, other  oases  In  cents  per  hour. 

In  determining  what  companies  are  to  be  considered  as  within  the  pattern,  primary  regard 
will  be  given, In  the  absence  of  special  circumstances,  to  the  past  practice  of  the  particu- 
lar company  in  making  wage  adjustments. 

27.  Q.     HOI  WILL  THE  NATIONAL  WAGE  STABILIZATION  BCARD  DETEBflNE  WHETHER  A  "GENERAL  PATTERN"  GF 
WAGE  ADJTJSn?ENTS  HAS  BEEN  ESTABLISHED  IN  A  PARTICULAR  LOCAL  UBOR  MARKET  AREA  SINCE  V-J 
DAT  AND  WHAT  CONSTITUTES  THE  PATTERN? 

A.     This. question  again  cannot  be  answered  by  a  rule  of  thumb.     The  Board  will  examine  the 
pattern  of  actual  adjustments  in  the  area  Involved.     In  determining  what  companies  are  to 
be  considered  as  within  the  pattern,  primary  regard,  again,  will  be  given  to  past  practices 
In  making  wage  adjustments.     Thus  a  particular  locality  pattern  will  ordinarily  be  limited 
to  a  particular  industry  or  group  of  related  industries  within  the  locality.     Only  rarely 
have  wage  adjustments  in  all  industries  in  a  locality  followed  each  other  so  closely  as  to 
justify  a  decision  that  all  such  industries  are  to  be  considered  as  related  and  included 
within  the  sasie  pattern, 

28.  Q.     HCW  WILL  THE  NATIONAL  WAGE  STABILIZAHON  BOARD  DETERMINE  WHAT  CONSnTUTES  A  "GROSS 
INEQUITY"  IN  WAGE  KATES  AS  BETWEEN  REUTED  INDUSTRIES? 

A.     Again  no  rule  of  thumb  can  be  stated.     The  Board  will  have  first  to  decide  whether  the 
two  industries  in  question  can  be  considered  to  be  related.     One  type  of  relationship  would 
be  reflected  in  such  factors  as  the  similarity  or  interdependence  of  products,  or  management 
or  union  Identity.     Another  type  of  relationship  would  be  a  sinilarlty  of  wage  rate  struc- 
tures or  a  parallelism  of  Job  classifications  even  between  two  industries  selling  their 
products  in  different  markets.     A  geographical  relationship  may  also  be  relevant. 

The  Board  mxist  also  determine  whether  a  particular  disparity  in  wage  rates  or  wage  adjuet- 
Trents  as  between  related  industries  constitutes  a  "gross  inequity."     This  determination 
will  call  for  the  weighing  of  a  variety  of  factors.     Consideration  will  be  given  to  the 
.ex^jgjCit  to  wh^'ch  the  take-home  pay  of  employees  in  the  respective  industries  has  been  re- 
duced as  a  result  of  the  transition  to  a  peacetime  econonc, 

29.  Q.     HW  'WILL  THE  NATIONAL  V/AGE  STABILIZATION  BOARD  DETEMdNE  WHAT  CONSTITUTES  A   "GROSS 
INEQUITY"  IN  ViAGE  RATES  AS  BETWEEN  REUTED  PLANTS  IN  THE  SAME  INDUSTRY  OR  LOCALITY  CB.  AS 
BETWEEN  RELATED  JOB  a>A5SIFIGATI0NS  IN  THE  SAJ.ffi  PLANT? 

Aj-     Standards  for  deciding  these  questions  have  been  developed  under  previous  executive 
orders  and  are  well-established, 

* 

30.  Q.     HCW  DOES  THE  NEW  COST-OF-LIVING  STANDARD  DIFFER  FROl!  TIE  COST  OF  LIVING  STAN-QARD  IN 
THE  PREVIOUS  EXECUTIVE  OIDER? 

A.     Under  the  previous  executive  order  increases  were  approved  only  to  the  extent  that 
the  increase  in  average  straight  tljne  hourly  earnings  in  the  appropriate  unit  s^nce 
Januar-  1,  1941,  had  fallen  short  of  33  percent.     The  new  executive  order  provides  for 
approval  of  increases  in  basic  wape  or  salary'  rates  if  hourly  rates  In  the  appropriate 
unit  have  not  risen  33  percent  since  January  1,  1941.     The  application  of  this  standard 
In  the  case  of  emplqypes  on  other  than  hourly  rates,  suchas  piecework,  will  be  worked 
out  by  the  National  Wage  Stabilization  Board  on  a  case-by-case  basis. 
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31.  Q.    WHAT  IS  THE  IMPORTANCE  OF  THE  NEW  COST-OF-LIVING  STANDARD? 

A,     The  cost-of-living  standard  will  be  the  principal  basis  for  approval  of  wage  or  salary 
increases  for  employees  in  industries  in  which  no  pattern  of  adjustment  was  established 
between  August  18,  19^5,  and  February  14,  1946,  and  which  are  not  found  to  be  related  to 
any  industry  in  which  such  a  pattern  was  established. 

32.  Q.     HOW  TOLL  THE  STANDARD  WHICH  PROVIDES  FCR  APPROVAT,  OF  HkGE  OR  SALARY  INCREASES  NECESSARY 

TO  CORRECT  SU3STANDARDS  OF  LIVING  BE  APPLIED? 


A.    Increases  up  to  55  cents  per  hour  were  given  advance  approval  \inder  the  old  executive 
order.     Increases  up  to  65  cents  an  hour  have  been  approved  in  Individual  cases.     The 
National  7/age  Sta>"ilization  Board  will  determine  the  extent  to  which  approval  of  5ncreases 
to  correct  substandards  of  living  should  hereafter  be  given  in  advance  or  on  a  case-by~case 
basis. 

The  Board  will  continue  to  approve  adjustments  necessary  to  maintain  proper  differentials 
between  related  Job  classifications  after  "substandard"  increases  have  been  maAe, 

33.     Q.     WHY  DO  THE  NEW  FEGULATIONS  STILL  PRO\'IDE  FOR  APPROVAL  OF  WAGE  OR  SALARY  INCREASES 
CONFORJ,!ING  TO  THE  WARTIWE  WAGE  STANDARDS  AS  AD?^INISTERLD  BEFORE  AUGUST  18,  1945? 

A.     The  wartime  standards  are  largely  superseded  by  the  new  standards.     However,  these 
standards  were  developed  in  great  detail  and  made  provision  for  a  variety  of  special 
problems,  such  as  fringe  adjustments,  merit  Increases,  bonus  plans,  correction  of  intra- 
plant  inequities  and  the  like,  which  may  still  arise.     In  many  of  these  cases,  the  old 
standards  are  still  appropriate, 

3^.     Q.     DO  THE  mii  STANDARDS  FOR  APPROVAL  APPLY  TO  ALL  V.'AGE  AND  SALARY  INCREASES? 

A.     No,     Since  V-J  Day,  direct  wage  controls  have  been  maintained  over  wage  adjustments 
in  the  buildjng  and  construction  industry  and  the  standards  for  approval  of  wage  increases 
in  that  industrj^  have  remained  as  they  were  prior  to  V-J  Day.     Special  considerations 
affecting  wage  levels  in  the  buildine;  and  construction  Industry  have  been  recognized 
throughout  the  stabilization  program  as  making  necessary  the  use  of  special  standards 
for  approval  of  i«ge  adjustments. 

The  Wage  Adjustment  Board,  which  includes  employer  and  employee  representatives  familiar 
with  the  structure  and  the  problems  of  the  buildinr  and  construction  industry,  will  con- 
tinue to  act  on  applications  for  approval  of  wage  adjustments  in  that  industry. 

The  T!»age  ani  salarj-  stabilization  agencies  also  have  authority,  with  the  approval  of  the 
Economic  Stabilization  Director,   to  establish  special  standards  for  approval,  which  may 
be  more  restrictive  than  those  specified  in  the  Executive  Order,  if  the  need  for  estab- 
lishing such  standards  should  arise  Trith  rtspect  to  any  other  classes  of  cases. 


^ 


35.     Q.     WHY  DO  THE  NEW  EXECUTIVE  ORDER  AND  REGULAHONS  NOT  REFER  TO  THE  OLD  "BOTTLENECK" 
STANDARD? 

A,     It  is  not  expected  that  special  action  will  be  necessary,  under  the  new  standards  of 
approval  of  wage  increases,  for  the  purpose  of  removing  impediments  to  the  recruitment  of 
labor  in  "bottleneck"  industries.     If  this  expecUtion  should  prove  mistaken,  any  necessary 
action  can  be  taken  under  the  provision  of  the  new  executive  order  which  authorizes  the 
wage  or  salar^  stabilization  agencies,  with  the  approval  of  the  Economic  Stabilization 
Director,  to  establish  special  standards  for  approval  of  wage  or  salary  increases  to  be 
applied  in  particular  industries  or  classes  of  cases. 
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56.     Q.     HOW  WILL  THE  JiEV/  STANDARDS  FOR  APPROVAL  OF  SAURY  INCREASES  BE  APRIED  BY  THE  SAURY 
STABILIZATION  UNIT? 

A«  So  far  as  practicable,  by  issuance  of  general  orders  which  will  make  applications  for 
specific  approval  unnecessary.  The  Unit  is  now  preparing  a  general  regulation  which  will 
give  advance  approval  to  increases  for  awst  salaried  enployees  corresponding  to  increases 
authorized  by  any  "pattern"  order  issued  by  the  National  V.'age  Stabilization  Board, 

Cases  which  require  special  applirtition  will  be  decided  by  the  Unit  on  the  basis  of 
standards  similar  to  those  applied  by  the  National  Wage  Stabilization  Board  with  respect 
to  the  wage  or  salarj'  increases  subject  to  its  Juris-^iction, 

|7,     Q.     HOd'  DO  THE  NLIT  EXECUTIVE  ORDER  AND  REGUJATTONS  APHT  IN  THE  CASE  OF  B^.OYEP^  Vi-HO  ARE 
NOT  SUBJECT  TO  PRICE  OR  RENT  CEI7.INGS7 

A,     The  executive  order  and  the  regulations  apply  to  wage  or  salary  increases  made  hy 
enployers  who  are  public  utilities  or  common  carriers  and  by  ejoloyers  who  furnish  pro- 
ducts or  services  under  contract  with  federal  procurement  agencies.     They  also  apply  to 
Increases  made  by  employers  subject  to  price  or  rent  ceilings  which  are  suspended.     Em- 
ployers who,  at  the  time  of  making  an  increase,  do  not  fall  within  any  of  these  categories 
and  are  not  now  subject  to  price  or  rent  ceilings  nay,  of  course,  wish  to  protect  them- 
Bclves  against  the  possibility  that  making  an  unapproved  increase  will  operate  as  a  waiver 
at  some  future  time  if  price  or  rent  ceilings  in  their  industry'  or  area  should  be  restored. 
They  can  secure  this  protection  by  filing  the  statement  referred  to  in  the  answer  to 
Question  14. 

|8.     Q.     HOW  DO  THE  NEW  EXECUTIVE  ORDER  AND  REGUUTIONS  APPLY  IN  THE  CASE  OF  V/AGE  OH  SALARY 
INCREASES  VADE  IN  ACCORDAIJCE  WITH  ARBITRATION  AWARDS  OR  hLCOMJffilOATICNS  Of  HIBLiaY- 
APPOINTED  FACT-FINDJNG  PANFJS,  AW.'OUNCED  AFTER  THE  DATE  OK  TIE  ORDER? 
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A,  The  executive  order  provides  that  such  Increases  must 
wage  or  salary  stabilization  ftfency  before  being  put  into 
willing  to  waive  any  right  to  use  the  increase  as  a  basis 
or  rent  ceilings  or  utility  rates  or  for  increns^ng  costs 
Oovernment  contract.  The  regulations,  however,  authorize 
ment  referred  to  in  the  answer  to  Question  14,  in  lieu  of 


be  approved  by  the  appropriate 
effect,  unless  the  employer  is 
for  seeking  an  increase  in  price 
to  the  United  States  un-'er  a 
the  employer  to  flic  the  state- 
such  a  waiver. 


Q.     WILL  THE  PROVISIONS  OF  THE  NE7/  ORDER  AND  REGULATJOT-'S  MAKE  POSSIBLE  THE  EFFECTIVE 
STABILIZATION  OF  WAGES  AND  8AI ARIES? 

A,    The  best  Judgment  of  the  itabilitatlon  tptncle*  Is  that  they  will. 

The  President's  executive  order  and  the  regulations  provide  unqualifiedly  that  unapproved 
wage  or  salary  Increases  may  not,  for  the  dvratlon  of  the  stablliration  laws,  be  reflected 
in  hi  eher  prices  or  in  higher  costs  under  Oovernnent  contracts. 

Through  the  Issuance  of  pattern  orders  for  r«rticular  industi-Jtr,  or  particular  Industries 
wHhin  a  locality,  definite  limits  to  the  amount  of  approved  Increases,  known  to  all  parties, 
will  be  established.     These  limits  will  cover  a  steadllj'  increasing  numl«r  of  employees. 

In  cases  in  which  these  llmiti  have  not  been  made  known  by  general  order,  the  pro^/islons 
for  prior  approval,  where  the  Increase  is  to  be  used  as  a  basis  for  an  immediate  application 
for  price  relief,  will  make  possible  clear  understanding  of  the  stabilization  limits  before 
the  increase  is  made. 

The  new  standards  of  approval  are  fair  to  employees  and  will  be  fairly  administered.  In 
these  circumstances  labor  oan  reasonably  be  asked  to  accept  these  etarx^ards  as  measuring 
the  extent  to  whfoh  wage  and  salary  Increases  can  be  permitted  to  affect  prices,  so  long 
as  the  need  for  the  stabilitntion  lairs  continues. 
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Employers'  Applications  for  Price  Relief 


ho. 


Q.     MAY  OPA  ADVISB  AN  BJJPKDYKR  mO  IS  ENCAGED  IN  WAGE  I3GOTIATI0KS  V«UT  PRICE  IKCRPA^P 
HE  UGHT  BE  ENTITI^D  TO  IF  HE  SHOUI^  llAKE  A  CERTAIN  WAGE  INCpS^f  aIS^SEcK^^^ 

A.     No.     If  OPA  is  to  achieve  its  objective  of  speeding  production  wherever  this  can  be 
done  by  Prompt  and  fair  price  adjustnents,   OPA  m^ost  not  becoirjs  entangled  in  wage  nego- 
tiations.    If  OPA  gave  advance  opinions  to  employers,   it  would  quickly  find  itself  a 
third  party  -  and  in  the  middle  -  in  almost  every  wage  bargain  in  the  nation.     This 
would  destroy  both  orderly  collective  bargaining  and  fair  and  effective  price  adMnis- 

Ire  innllc«rt:  f  IIT^ '  "^^^  ^^""^^^  ^^  ^^^^  *°  *^^^  er^ployers  which  pricing  standards 
are  applicable   to  their  cases • 

St 

Q.     WOULD  THE  ANSV/SR  TO  THE  ABO'/B  QUESTION  BE  DIFFERENT   IF  THE  BNTLOYBR   F4D  AGREED  Tft  A 
PARTICUUR  WAGE  INCREASE.  BUT  HAD  NOT  YET  SECURED  APPROVAL  iFlT? 

A.     No.     However,  pending  approval  of  a  wage  increase  for  which  application  has  been 
icade,  an  employer  or  his  industry  can  present  the  facts  to  OPA,  and  OPA  can  then  take 
steps  to  expedite  action  on  the  application  as  soon  as  the  wage  increase  has  be«n  ap- 
proved.    In  advance  of  approval  of  wage  increase,   however,    OPA  can  neither  authorize  a 
price  increase  nor  determine  or  discuss  how  r.uch  it  night  amount  to. 

Q.     IF  AJI  &:PL0YBR  has  I/ADE  an  APPROVED  WAGE  INCREASE  OR  HAS  APPHED  TO  A  WAGE  STABILI- 
ZATION AGENCY  FOR  APPROVAL.   HO.V  SHOULD  HE  APPLY  FOR  A  PRICE  INCREASE? 

A.     If  he  belongs   to  an  industry  for  which  an  OPA  Industry  Advisory  Corjnittee  has  been 
organized  —  and  most  industries  have  them  ~  he  should  bring  his  case  to  the  attention 
of  that  committee.     The  Committee  will   then  consult  with  OPA  if  there  appears  to  be 
ground  for  an  industry-wide  price  increase.     OPA's  experience  shows  that  this   is  the 
best  way  for  sound  price  decisions  to  bo  reached  quickly. 


Q.     VffiAT  SHOULD  AN  BI.PLOYER  DO  '-JT^O  DOBS 
AX'.ISORY  COIJ.aTTEE? 


NOT  BELONG  TO  AN  INDUSTRY  '/iilCH  HAS  AN  INDUSTRY 


A.     He  may  write  to  OPA  directly,  requesting  consideration  of  an  increase  in  the  ceilings 
of  the   products  which  his  industry  makes.     If  OPA  believes  that  price  action  may  be  neces- 
sary in  his  industry,   it  will  act  quickly  to  appoint  an  advisory  committee  for  that  indus- 
try and  consult  with  it  before  making  final  price  determinations.     It  will  take  interim 
n^r     ?,T^*'^°i**  awaiting  the  action  by  the  committee,  if  this  appears  necessary.     Ltoreover 
OPA  will  advise  the  employer  if  he  is  eligible  for  individual  price  relief. 
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lib*     Q«     II4Y  AN  BUPLOYER,  WHO  HAS  lUOS  AK  APFHOVBD  WAGE  INCREASE  APPLY  FOR  PRICE  EBLIBF  vmOA 
A  REGUUTION  COVERING  HIS  PRODUCTS  WHICH  AUTHORIZES  CEILING  PRICE  ADJUSTIENTS  FOR  INII- 
VIDUAL  SELLERS? 

A«    Yes.    However,  OPA  will  gire  industry  price  actions  priority  over  individual  price 
ftotions,  except  when  the  latter  are  being  used  in  place  of  necessary  industry-wide 
actions  or  when  they  are  required  to  meet  a  supply  emergency  or  to  encourage  the  pro- 
duction of  low-priced  products.     Price  relief  can  be  extended  to  a   large  number  of 
sellers  nore  promptly  through  a  single  industry-wide  action  than  through  a  large  nuriber 
of  individual  actions. 

The  Basis  of  OPA  Action 

J;5.     Q.     DOES  THE  FACT  THAT  AN  E2£PLDYER  HAS  KADE  AN  APPROVED  WAGE  INCREASE  ASSURE  HIK  THAI 
HE  «ILL  SECURE  A  PRICE  INCREASE? 

A.     No.     Many  employers  vrill  require  no  price  increase  whatever.     OPA  has  always  ex- 
pected manufacturers,  wholesalers  and  retailers  to  absorb  cost  increases  to  the  extent 
of  their  capacity  to  do  so  without  assuming  eua  unreasonable  burden.    Without  such  cost 
absorption,  effective  price  control  would  be  impossible,  since  every  price  increase 
would  lead  to  a  succession  of  further  increases,  thereby  setting  the  inflationary  coat* 
price  spiral  in  notion. 

i«6.     Q.     HOW  DOES  OPA  DETSRMINB  WHETHER  AN  EWLOYER  IS  REASONABLY  ABLE  TO  ABSORB  AN  AP- 
PROVED WAGE  INCREASE  WITHOUT  A  PRICE  INCREASE? 

A.     OPA  has  developed  standards  to  determine  when  prices  must  be  increased  as  a  con- 
sequence of  cost  ificreases  or  other  developments  which  decrease  earnings.     These 
standards  are  generally  applied  on  an  industry  basis.     However,  the  regulation*  covering 
many  commodities  also  authorise  individual  seller  adjustments. 

k7»     Q.     IN  VIEW  OF  THE  NUIIBER  OF  CASES  LIKELY  TO  ARISE  UNDER  THE  NBdf  WAGE-PRICE  POLICY, 
HOW  WILL  OPA  ASSURE  SPEEDY  ACTION  IK  APPLYING  iTS  STAin)ARDS  GOVERNING  PRICE  RBUEPl 

A.     In  addition  to  giving  priority  to  industry-wide  hardship  cases,   OPA  is  developing 
a  number  of  short-cuts  in  procedure,   such  asi 

(1)  Analysis  and  adjustment  of  most  recently  available  data  to  determine  current 
earnings  position,  in  preference  to  a  new  accounting  survey. 

(2)  IKhere  a  new  survey  is  unavoidable,  using  a  streamlined  sample  and  survey  form, 
requesting  answers  by  telegram  where  possible. 

(3)  Where  the  complexity  or  major  importance  of  an  industry  makes  more  extended 
study  necessary,  a  rough-out  interim  action  may  be  taken  oo  a  conservative 
basis  to  afford  relief,   pending  further  study, 

(k)    Where  the  siie  of  company,  type  of  product  and  relative  unimpoi^nce  in  re- 
lation to  the  total  economy  permit  automatic  pricing  by  a  simple  formula, 
provision  will  be  made  for  self -computation  and  filing  of  new  prices  In  the 
Regional  Offices* 

OPA  will  aleo  continue  to  follow  its  decontrol  policy  wherever  possible  to  cut  down  th« 
number  of  industries  and  products  subject  to  price  ceilings. 
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milv   .1  '  "If 


It 


{ 


Employers*  Applications  for  Price  Relief 
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tt        .1 
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42. 


»v. 


<i.     MAY  OPA  ADVISB  AN  BI5=L0YER  VffiO  IS  ENGAGED  IN  WAGE  1,'EGOTIATIONS  WHAT  PRICE  INCRPA^iP 
HE  IIIGHT  BE  ENTITLED  TO  IF  HE  SHOULD  ^lAKE  A  CERTAIN  WAGE  INCRLfA^SEcSS 
Ur    ill 

A.     No.     If  OPA  is   to  achieve  its  objective  of  speeding  production  wherever  this   can  be 
done  by  prompt  and  fair  price  adjustments,    OPA  must  not  become  entangled  in  wage  nego- 
tiations.    If  OPA  gave  advance  opinions   to  employers,   it  would  quickly  find  itself  a 
third  party  -  and  in  the  middle  -  in  almost  every  wage  bargain  in  the  nation.     This 
would  destroy  both  orderly  collective  bargaining  and  fair  and  effective  price  adminis- 
tration.    OPA,  of  course,  will  always  be  glad  to  tell  employers  which  pricing  standards 
are  applicable   to  their  oases. 

Q.     WOULD  THE  Ai;S/ffiR  TO  THE  ABOVE  QUESTION  BE  DIFFERBOT  IF  THE  S^a?LOYBR   HAD  AGREED  TO  A 
PARTICULAR  WAGE  INCREASE,  BUT  HAD  NOT  YET  SECURED  APPROVAL  OF  ^^"^^^  "^  ""^^"^^  ^°  ^ 

A.     No.     However,  pending  approval  of  a  wage  increase  for  which  application  has  been 
made,  an  employer  or  his  industry  can  present  the  facts   to  OPA,  and  OPA  can  then  take 
steps  to  expedite  action  on  the  application  as  soon  as  the  wage  increase  has  be«n  ap- 
proved.    In  advance  of  approval  of  wage  increase,   however,   OPA  can  neither  authorize  a 
price  increase  nor  determine  or  discuss  , how  much  it  night  amount  to. 


COPPeCT/OA/ / 


[;.,hool  of  Business  Ub'^ry 
Columbia  University 

■Information  About  the  GoTernment ' s  Vfage-Price  Policy."  IHT-Bsapgrs-ii;^     Pa»*  ic     n»     '}^^^ 
and  Answers  42  and  43  should  read  as  fSlovsT  B2329(3^),  Page  16,   Qnestions 

q.      II  AN  EMPLOTZR  HAS  MADE  AN  APPROVED  WAGE  INCREASE  CE  HAS  APPLIED  TO  A  WAGE  S-EABTTT 
ZiTION  AGENCT  TOE  APmOVAL.   HOW  SHOULD  HE  APPLY  POR  A  PRICT  iSlfflT  SMILI- 

A.     He  «ay  write  to  OPA  directly  requesting  consideration  of  an  increase  in  the  ceilinire 

!' J^  r'^r*f  f 'f  ^'  '^'^^^'^  "^"*-     "  ^^^  ^«^^«^««  *^t  price  Iction^  be  n^! 
?;fS^.^.^i"  industry,  it  will  immediately  consult  with  the  adrlsory  commit t^a™o?nted 
ZJS^^  industry  Wore  making  final  price  determinations.     If  an  industry  adrisSS 

7LT^X  !iJ?J*  5'fT  T^"^  ^^"^^  ^^^*  determinations  unless  somi  other  more 
Gjqpeditious  method  of  Industry  consultation  can  be  obtained.     It  will  take  interim  art! nn 
without  awaiting  the  action  hy  the  committee,  if  this  appea;s  necessary.     Moreo^r     SpI 
will  adTlse  the  employer  if  he  is  eligible  for  IndlyiduS  price  reJJif      "or«<>^«'.  0»^ 

43.     (I.     DOES  QPA  ALREADT  HATE  IBDUSIRT  AD^ISORT  COMMITTEES  IN  MOST  INTOSTRIEST 


A.  Tee. 


OPA  has  organized  623  Industry  adrlsory  committees. 
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lib.    Q«    MiT  AM  ClflPLOlSR^  '  ilO  BAS  IttlE  AV  APFROVBD  WAGE  IICREaSE  APPtY  FOR  PRICE  RELIEF  mmSR 
A  REGUUnON  COVER''  a;  HIS  FRODDCTS  KHICS  AUTfiORIZBS  CEIUBG  PRICE  ADJUSTIJENTS  FOR  IMCI- 
VIDUAL  SELLERS? 

A.    Yes.    However,  OPA  will  glre  industry  price  actions  priority  over  individual  price 
aotions,  except  irtven  the  latter  are  being  used  in  place  of  necessary  industry-wide 
actions  or  whsn  they  are  required  to  meet  a  supply  emergency  or  to  encourage  the  pro- 
duction of  low-priced  products.     Price  relief  can  be  extended  to  a  large  number  of 
sellers  more  promptly  through  a  single  industry-wide  action  than  through  a  large  nuniber 
of  indiridual  actions. 

The  Basis  of  OPA  Action 

1*5.     Q.     DOES  TEE  FACT  THAT  AN  EMPLOYER  HAS  MADE  AN  APPROVED  WAGE  INCREASE  ASSURE  HIM  THAI 
HE  WILL  SECURE  A  PRICE  INCREASE? 

A.     No.     Many  employers  will  require  no  price  increase  whatever.     OPA  has  always  ex» 
peeted  manuf aotxurers ,  wholesalers  and  retailers  to  absorb  cost  increases  to  the  extent 
of  their  capacity  to  do  so  without  assvmung  an  unreasonable  burden.    Without  such  cost 
absorption,  effective  price  control  would  be  impossible,  since  every  price  increase 
would  lead  to  a  succession  of  further  increases,  thereby  setting  the  inflationary  cost* 
price  spiral  in  motion. 

146.     Q.     HOW  DOES  OPA  DETSRMINB  WHETHER  AN  EMPLOYER  IS  REASONABLY  ABLE  TO  ABSORB  AN  AP- 
PROVED WAGE  INCREASE  WITHOUT  A  PRICE  INCREASE? 

A.     OPA  has  developed  standards  to  detennine  when  prices  sust  be  increased  as  a  con- 
sequence of  cost  Ificreases  or  other  developments  which  decrease  earnings.     These 
standards  are  generally  applied  on  an  industry  basis.     However,  the  regulations  covering 
many  commodities  also  authorize  individual  seller  adjustments. 

1*7.     Q.     IN  VIBIf  OF  THE  NUIIBER  OF  CASES  LIKELY  TO  ARISE  UNDER  THE  NEW  WAGE-PRICE  POLICY, 
HOW  WILL  OPA  ASSURE  SPEEDY  ACTION  IN  APPLYING  rtS  STANDARDS  GOVERNING  PRICE  RBUBFI 

A.     In  addition  to  giving  priority  to  industry-wide  hardship  oases,  OPA  is  developing 
a  number  of  short-outs  in  procedure,   such  as: 

(1)  Analysis  and  ad;Juetinent  of  most  recently  available  data  to  determine  current 
earnings  position,  in  preference  to  a  new  accounting  survey, 

(2)  Where  a  new  survey  is  imavoidable,  using  a  streamlined  sample  and  survey  fom« 
requesting  answers  by  telegreun  where  possible. 

(3)  Where  the  complexity  or  major  importance  of  an  industry  makes  more  extended 
study  necessary,  a  rough-out  interim  action  may  be  taken  on  a  conservatiTe 
basis  to  afford  relief,   pending  further  study, 

(ii)    Where  the  site  of  company,  type  of  product  and  relative  unimportance  in  re- 
lation to  the  total  economy  permit  automatic  pricing  by  a  simple  formula, 
provision  will  be  made  for  self -computation  and  filing  of  new  prices  in  the 
Regional  Offices. 

OPA  will  also  continue  to  follow  its  decontrol  policy  wherever  possible  to  out  down  the 
niunber  of  industries  and  products  subject  to  price  ceilings. 
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OPA'e  Industry  Efctrnlngs  Standard 

UBi     Q.    WEBN  DOBS  OPA*S  BASIC  STANDARD  GOVERNING  PRICB  INCREASES,  THB  "INDUSTRY  EARNINGS 
STANDARD,"  REQUIRE  OPA  TO  INCREASE  AN  INDUSTRY »S  CEILINGS? 

A«  Opa  is  required  to  Inorease  oeiling  prices  for  an  industry  whenever  the  prices  of 
all  its  products  will  not  enable  the  industry  to  earn  the  sauna  rate  of  return,  before 
income  taxes,  on  its  present  net  worth  which  it  averaged  on  its  net  worth  in  a  repre- 
sentative peacetime  period  -  usually  1936-59*  For  example,  em  industry  irtiich  is  now 
earning  much  more  on  its  net  worth  than  it  earned  in  its  bast  period  may  be  well  able 
to  pay  an  approved  wage  increase  and  still  have  a  higlier  rate  of  earziings  than  it  had 
in  1936-39  •  Po^  8uch  an  industry,  «uid  they  are  in  the  maJorlTy,  no  Increase  would  be 
required  under  the  industry  earnings  standards*  This  is  not  a  new  standard.  It  has 
been  used  since  19i42« 

h9,     Q.     DOES  THE  INDUSTRY  EARNINGS  STANDARD  MEAN  IHAT  AN  INDUSTRY  WILL  NOT  BE  ALLOWED  TO 
EARN  MORE  THAN  IT  A^'ERAGBD  IN  1936-39? 

A«    No*     The  use  of  the  industry's  1936-39  average  profits  in  \;he  standard  had  always 
provided  a  floor  rather  than  a  oeiling  for  industry  profits,     IMder  price  control  most 
industries  have  consistently  earned  far  more  than  they  averaged  in  1936-39 • 

50.  Q.     DOBS  THE  PRESIDENT'S  EXECUTIVE  ORDER  REQUIRE  OFA  TO  USB  ITS  INDUSTRY  E.\RNINGS 
STANDARD  IN  DECIDING  VffiBTHER  AN  INDUSTRY  TOiICH  HAS  IZADE  AN  APPROVED  WAGE  INCREASE  IS 
IN  HARDSHIP  REQUIRING  PRICE  REUBF? 

A*     Yes,     The  Order  directs  OPA  to  grant  price  adjustments  to  any  industry  not  operating 
at  temporary  low  volume  which,  as  a  result  of  an  approved  wage  or  salary  increase, 
would  not  earn  an  average  rate  of  profit  equal,  as  nearly  as  may  be,  to  the  rate  of- 
return  which  the  industry  earned  in  its  peacetime  base  period.     The  amount  of  the  ad- 
justment must  be  sufficient  to  enable  the  industry  to  average  this  earnings  rate  over 
the  twelve  months  following  the  adjustment,  except  under  exceptional  circumstances. 
Moreover,  the  industry's  ceilings  must  not  leave  it  in  a  current  over-all  loss  position* 

How  Will  OPA  Appraise  the  Earnings  Prospects  of  Industries? 

51.  Q.     IN  DECIDING  V^HETHER  A  PRICE  INCREASE  IS  CALLED  FOR  BY  THE  }EV(  EXECUTIVE  ORDER, 
WILL  OPA  'JONSIDER.AN  INDUSTRY'S  FUTURE  PROSPECTS  AS  VfELL  AS  THE  EARNINGS  IT  REPORTS? 

A,     Yes,     The  President's  Executive  Order  makes  it  plain  that,  in  considering  whether 
to  incrense  an  industry's  ceilings  as  a  consequence  of  an  approved  wage  or  salary  in- 
crease,  OPA  must  consider  the  industry's  earnings  position  over  the   12  months  following 
OPA's  action.     Under  present  changing  conditions,  OPA  would  follow  this  rule  in  apply- 
ing tiii  irdustry  earnings  standard  to  any  case,  regardless   of  the  nature  of  the  cost 
increases  ir.-        - ", 

52.  Q,     WHY  HAS  THE  EXECUTIVE  ORDER  REQUIRED  THAT  OPA,  IN  PASSING  ON  A  REQUEST  FOR  HIGHER 
CEILINGS,  SHOULD  CONSIDER  THE  I^^)USTRY♦S  FUTURE  PROSPECTS? 

A,     In  this  transition  period,  past  earnings  experience  is  no  longer  a  reliable  guide 
to  what  an  industry  will  earn  over  the  next  12  months.     Nearly  all  industries  have 
the  prospect  of  a  marked  improvement  in  costs  and  earnings  over  their  present  level 
during  the  next  12  months.     To  disregard  this  fact  would  be  to  measure  the  amount,  of 
price  increases  from  the  bottom  of  the  trough  —  through  which  most  industries  are 
now  passing  —  between  high  wartime  profits  and  production  and  high  peacetime  profits 
and  production.     This  would  result  in  price  increases  much  higher  than  those  indus- 
tries actually  need.     Such  high  price  increases  would  endanger  thp  economio  stability 
of  the  whole  country.     Moreover,  if  it  were  to  grant  them,  OPA  would  be  treating  in- 
dustries which  had  good  prospects  for  earnings  improvement  more  liberally  than  those 
which  did  not. 
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13.    Q.    WHAT  WJDLD  OPA  DO  T»  a5?E  AN  IMDUSTRY  SHGIfEP  NO  PROSPECT  WHATSOEVER  OF  nTRCVESdEKT 
IN  EARNINGS  OVFR  THE  HFIT  YEAR? 

A.    In  auch  a  case,  OPA  would  Increasa  prices  to  the  full  tjctent  by  which  the  industry'! 
reported  earnings,  adjusted  to  a  current  basis,  fell  short  of  Its  average  base-period 
rate  of  return. 

91,     Q.     IN  APPRAISING  AN  INDUSTRY'S  FUTURE  PROSPECTS,  WILL  OPA  CONSIDER  ONLY  THE  FAVOWIPLE 
FACTORS?  • 

A.     No.    OPA  will  nake  a  realistic  appraisal,  giving  weight  to  the  unfavorable  factors 
as  well  as  the  favorable. 

"55.     C.     IN  MAKING  THE  APPRAISAL  OF  FUTURE  TRENDS,  HOW  vniL  OPA  USE  THE  INDUSTRY'S  PAST 
REPORTED  EARNINGS? 

A,     OPA  will  proceed  on  the  basis  of  the  best  profit  and  loss  statement  for  the  industry 
already  available  or  obtainable  within  a  reasonably  short  period  of  tiiae.     That  profit 
and  loss  statement  will  be  subject  to  two  sets  of  adjustments.     First,  OPA  will  adjust 
it  so  that  it  will  reflect  the  true  current  earnings  position  of  the  industry.     Seconl, 
OPA  will  make  such  additional  adjustments  as  nay  be  necessary  to  reflect  the  net  change 
in  earnings  position  to  be  anticipated  over  the  coming  year. 

56.     Q.     WHAT  ADJUSTlf  NTS  vai.I.  OPA  MAKE  IN  AN  IKD'JSTEy'S  EARNIIXJS  STATD.SJT  TO  REFLECT  CHAiGES 
IN  THE  INDUSTRY'S  POSITION  V/TriCH  ".AVE  ALRIADY  TAKEN'  FUCE  OR  ARE  ANTIdFATEr? 

A.     Tnnaking  adjustments  to  reflect  the  industry's  true  current  position,  OPA  will,  in 
addition  to  reflecting  the  cost  of  approved  wage  and  salary  increases  and  materials 
price  increases  which  are  being  authorized,  eliminate  seasonal,  non-recurrent,  or  other  non- 
representative  factors  which,  though  present  in  the  peri  od  covered  by  the  statement,  ar« 
not  a  factor  in  the  Industry's  ciirrent  situation. 

For  example,  losses  resulting  from  a  strike  would  be  eliminated.     So,  too,   irould  revenue 
resulting  from  termination  settlements  on  war  contracts.     In  making  adjustments  for  tht 
future,  OFA  will  reflect,  on  a  reasonably  conservative  basis,   factors  such  as  increase 
in  labor  efficiency;  reductions  in  overtime  where  this  is  likely;  reductions  or  increases 
in  materials  prices;   changes  in  volume  and  in  product  and  sales  mixj  and  special  factors 
which  may  be  peculiar  to  a'  particular  industry  such  as  new  technological  developnenta 
or  the  installation  of  npw  facilities, 

$7.     Q.     IS  IT  POSSIBIE  FOR  OPA  TO  MKE  ACCURATE  JUTX?,'P.KTS  AS  TO  ORANGES  IN  THE  VARTOtJS  FACTORS 
WHICH  WILL  AFFECT  AN  INDUSTRY'S  EARNINGS  POSITION? 

A.     Judgments  as  to  future  developments,  of  course,  can  be  neither  precise  nor  certain. 
However,  industry  itself  cannot  operate  without  making  such  ju-^gments  and,  on  the  average. 
It  does  so  successfully.     OPA  will  seek  assistance  and  counsel  of  its  industry  advisory 
committees.     In  vjew  of  the  prospects  for  high-level  production,  sales,  and  einployaBnt, 
which  only  economic  defeatists  would  atteinpt  to  derj^,  It  is  hard  to  see  how  reasonably 
conservative  appraisals  can  result  in  injury  to  the  industries  concerned. 

58.     Q.     CAN  OPA  MAKE   TIC  NECESSARY  ADJIJ.STIEWS  AND  APPRAISALS  PRDWPTIT? 

A.     Yes. OPA's  decisions  must  be  prompt.     The  necessary  data  will    not  require  extended 
accounting  invectlgatJ ons.     With  industry  cooperation,   it  should  be  possible  to  reach 
firm  decisions  promptly. 
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59.  Q.     WHERE  OPA  GRAOTS  PRICE  INCREASES  TO  AN  INDUSTRY  WHOSE  EARNINGS  CAN  BE  EXPECTED  TO 
IIJPROVE  DURING  THE  YEAR,  WON'T  THAT  INDUSTRY,  IN  EQUALLING  ITS  BASE-PERIOD  RATE  ON  THE 
AVERAGE  FOR  THE  WHOI.E  YEAR,  ACTUALLY  BE  EXCEEDING  ITS  BASE-PERIOD  EARNINGS  RATE  IN  THE 
UTTER  PART  OF  THE  YEAR? 

A.    Yes.    Most  Industries  receiving  price  increases  after  an  appraisal  of  earnings  improve- 
ment will  be  making  profits  at  rates  materially  higher  than  their  base-period  rates  by  the 
end  of  the  year.     However,  OPA  would  hot  expect  to  reduce  ceilings  because  they  were  yield- 
ing such  good  profits.     The  ceilings  would  have  been  fixed  in  conformity  to  the  President's 
executive  order  and  would  not  represent  errors  in  Judgment.     OPA  has  never  expected  that 
most  industries  irould  -  or  should  -  be  held  to  their  1936-39  earnings  rates. 

60.  Q.     WHAT  WIIX  OPA  DO  IF  ITS  AFPRiVISAL  CF  AN  I^JDUSTRy•S  PROSPECTS  SHOULD  TURN  OUT  TO  BE 
WRONG? 

A.     OPA  is  prepared  to  review  pricing  decisions  promptly  if  in  &Tty  case  later  developments 
should  raise  substantial  doubt  whether  the  industry  earnings  standard  would  be  satisfied 
by  the  ceilings  which  OPA  had  set.     Should  OPA  find  that  the  ceilings  would  not  yield 
earnings  as  high  as  those  contemplated,  a  further  price  increase  would,  of  course,  be 
promptly  made.     In  such  a  case  OPA  could  not,  however,  give  a  special  "bidge"  increment 
of  increase  to  make  up  any  deficiency  which  might  have  been  incurmd  during  the  interval. 

61.  Q.     MAY- OPA,  RELYING  ON  AN  INDUSTRY'S  PROSPECTS  FOR  Tli'PKlVLllENT  IN  EAE2^INGS,   DENY  A  PRICB 
INCREASE  TO  THE  INDUSTRY  THOUGH  IT  IS  CURRE>JTr-Y  IN  THE  RED? 

A.     No,  unless  the  industry  is  operating  at  temporary    low  volume.     The  President's 
executive  order  is  specific  on  this  point.    OPA  must  increase  the  industry's  ceilings 
to  the  point  where  they  will  cover  the  industry's  current  total  costs  even  though  the 
Price  Administrator  may  be  convinced  that,  without  ary  price  increase  whatsoever,   improve- 
ment in  the  industry's  position  over  the  year  would  result  in  its  equaling  its  base- 
period  return  for  the  year  as  a  whole, 

"Reconversion  Industries'* 

62.  Q.     Vnff  HAS  THE  FfJSIDKNT'S  EXECUTIVE  ORDER  PROVIDED  FOR  THE  SPECIAL  TREATMENT  OF  INDUS- 
TRIES OPEPATING  AT  "TEMPORARY  lOtl  VOLW^",  SUCH  AS  THE  "RECONVERSICTJ  INDUSTItlES"? 

A,     If  industries  operating  at  temporary  low  volume  were  granfed  ceilings  sufficient  to 
cover  their  high  current  costs,  the  resulting  price  increases  would  be  abnormally,  some- 
times fantastically,  high.     In  a  free  market,  a  manufacturer  who  has  to  produce  for  a 
time  at  low  volume  can  seldom  hope  to  cover  his  costs.     This  problem  is  of  special  im- 
portance today  because  many  manufacturers  who  reconverted  from  war  work  to  the  production 
•of  consumer  goods  such  as  household  appliances  and  automobiles  may  still  be  obliged, 
chiefly  because  of  temporary  manpower  and  materials  shortages,  to  operate  for  a  short 
time  longer  at  subnormal  volume, 

63.  Q.     HOlif  ARE  \7AGE  INCREASES  HAMDIED  FOR  TH-!PORARy  lai-VOlVl.'E    "RECOIjVERSION  INDUSTiaES" 
UNDER  OPA'S  EECaJVEFSION  PRICING  FOK,mA? 

A.     OPA  has  priced  the  products  of  most  reconversion  industries  on  the  basis  of  its 
"reconversion  pricing  formula."    This  formula  bases  ceilings  on  19^  costs  plus  subsequent    • 
le,"**!  increases  in  basic  wage  rates  and  materials  prices  plus  the  industry's  average 
1936-39  margin  of  profit  on  sales.     This  formula  can  now  be  applied  to  reflect  the  new 
increases  in  wage  rates  and,  as  their  extent  can  be  reliably  determined,  the  resulting 
increases  in  materials  prices. 
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6li.     Q,      WILL  A  RECONVERSION  INDUSTRY  WHOSE  PRODUCTS  HAVE  BEEN  PRICED  UNDER  THE  RECONl-ERSIOM 
PRICING  FDIWULA  BE  ABLE  TO  EQUAL  ITS  PEACETIME  EARNINGS? 

A.      Tes.    As  such  an  industry  pushes  its  production  up  to  and  beyond  its  peacetime  levels 
it  will  escape  most  of  the  "bulge"  costs  of  the  period  of  low-voliine  operations  and  be 
able  to  earn  substantially  more  than  its  base-period  rate  of  return  on  net  worth,  as  most 
other  industries  will  be  doing  in  the  course  of  the  year.     Once  bulge  costs  are  elin- 
inated,  the  1936-39  margin  on  sales  allowed  ty  the  reconversion  formula  will,  of  coarse, 
yield  more  than  1936-39  profits  on  net  worth  when  applied  to  the  much  higher  voliiae  of 
sales  to  which  most  industries  can  now  look  forward. 

65.     Q.       WILL  SUCH  AN  INDUSTRY'S  CEILING  PRICES  ALWAYS  BE  GOVERNED  BY  THE  RECONVERSION 
PRICING  FORMULA? 

A.  '    No,     If  a  reconversion  industry  has  operated  at  or  close  to  19U1  volirce  for  a 
reasonable  period  of  time,  say  three  months,  OPA  will  be  able  to  apply  its  regular 
pricing  standards  and  procedures  to  the  industry's  actual  reported  costs  and  earnings, 
instead  of  using  its  reconversion  pricing  formula,  to  determine  whether  the  industry  is 
entitled  to  an  increase  in  its  ceilings.    Moreover,  if  the  process  of  reconversion  should 
be  protracted  to  such  an  extent  as  to  work  special  hardship  on  all  or  part  of  an  indus- 
tryi  ceilings    established  under  the  formula  can  be  re-examined  and  needed  relief 
iiuthorized. 

66.       Q.     HOW  WILL   OPA  TREAT  AN  INDUSTRY  'AHICH  OONTINUED  TO  MAKE  SOME  OF  ITS  PEACETIME 

PRODUCTS  THROUGHOUT  THE  MR  AND  HAS  ONLY  RECETn'LY  RECONVERTED  TO  THE  PRODUCTION  OF  THE 
REST  OF  ITS  PEACETIME  LINE? 

A.      OPA  will,  so  far  as  practicable,  apply  its  Industry  earnings  standard  to  so  much  of 
the  industry's  operations  as  are  not  covered  by  the  reconversion  formula  and  rely  upon 
that  formula  to  maintain  ceilings  on  reconversion  products  at  a  proper  level. 


Depressed  Industries 


67.  Q.     HO^V  ;VILL  OPA  TREAT  AN  INDUSTRI  YmCH  IS  OPERATING  BELOtV  ITS  BASE-PERIOD  VOLUME  AMD 
IS  UKELY  TO  ODNTINUE  TO  DO  SO  INDEFINITELY  RATHER  THAN  TE.'.?OPJlRILY? 

A.      In  any  such  exceptional  case,  OPA  would  authorize  ceilings  which  woxild  return  the 
industry  its  current  direct  costs,  plus  overhead  costs  calculated  on  the  basis  of  its 
last  normal  volume,  plus  its  base-period  margin  of  profit  on  sales. 

68.  Q.       H037  WILL  OPA  DETERvlINS  THE  NEED  FOR  PRICE  INCREASES  OF  INDUSTRIES  TO  '.VHICH  IT  HAS 
PREVIOUSLY  PDUND  IT  IMPOSSIBLE  TO  APPLY  THE  BAS&-PERIOD  EARNINGS  TEST? 

A.      There  are  some  industries  whose  base  period  earnings  were  depressed,  and  as  a 
consequence  OPA  has  not  used  those  earnings  as  the  basis  for  granting  price  increases. 
Instead,  OPA  has  increased  ceilings  whenever  these  failed  to  assure  profitable  opera- 
tion for  the  bulk  of  the  output.    This  standard  can  now  be  applied  on  a  prospective 
basis,  so  that  profitable  operation  over  the  operiod  of  the  ensuing  year  will  be 
assured  to  the  firms  producing  the  bulk  of  the  Industry's  output. 

Action  in  Supply  and  Other  Product  Standards  Cases 

/''  '  ^— —^— —■■■■— lll.—i IIIMMM^ .nil..!  .1— 1»— ^       .      I.  I,    l^dl— I     ■..    ■■■!    ■»     Ml—       ■■■       .1       W 

69.  Q.  WILL  OPA,  AS  A  CONSEQUENCE  OF  AN  APPROVED  AAGE  INCREASE,  EVER  RAISE  THE  CEILINGS 
OF  A  PARTICULAR  PRODUCT  "AHILE  THE  INDUSTRY  MAKING  THE  PRODUCT  IS  EARNING  MORE  THAN  IT 
DID  IN  THE  BASE  PERIOD? 
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tl    yr*    ^^J  f^^^snizes  several  situations  in  which,  «  a  consequence  of  fiporoved  wa/r^    ' 
or  other  cost  increases,  it  trill  raise  the  prices  of 'particular  products  made  JJ  a      ^ 
prosperous  multi-product  industry.     Perhaps  the  most  frequent  exLplesofTich  action 

l^ZlTnrl'l"'''   '"?"""?  ^"T.  '^'''''^  ^^^^^"SS  ar,'to  interfere  w?th  the 
maintenance  or  expansion  of  needed  production. 

There  are  special  statutory  requirements  gov,ernlne  increases  In  celllnps  for  particular 
commooities  such  as  meats,  fish,  and  products  made  from  cotton  or  cotton  vaxn      Mm^otl, 
CPA  ha,  recognised  a  legal  obligation  to  Increase  the  ceiling.  It  lT^,^"t  JTJll^' 

i::t:T^  ^:t:i'^. ""-  ^^"-^  *» '"  •»  -^  interfe^e*s:th  tT/.tiiTif^T.iin'z  r* 

70.     Q.       ATLL  OPA  TAKE  APPROVED  -.VAOE  AND  SALARY  INCREASES  INTO  ACCOUNT  IN  DECIDING  ^FTHFR 
AN  INCREASE  IN  CEILINGS  IS  NEEDED  IN  ORDER  TO  EXPAND  THE  PRODuSlON  OF  nFedED  IT^^^f 

A.      yes.     OPA  vnll  take  prompt  action  to  avoid  any  interference  with  necessary 
production  which  may  be  found  to  result  from  the  inpact  of  approved  increases  in  wages 
or  salaries.  ** 

^^'     S;^.s^^^  °^^  ^-^^^  ^^  APPRAISAL  OF  THE  PRODUCERS'    PROSPECTS   FDR  EARNINGS  IMPRO^^IRJT  IN 
DECIDING  /VHETHER-TO  INCREASE  PRICES  FOR  SUPPLY  PURPOSES?  "^-^^^-^^^  iMPKo  .tl.lENT  IN 

A.       Whil«  some  consideration  of  the  prospects  of  any  industry  may  be  appropriate  in  such 
supply  cases,  OPA  recognizes  the  necessity  of  establishing  ceilings  at  levels  which  at  ■ 
once  will  be  sufficiently  hieh  to  meet  immediate  supply  needs. 

^^*     Sa  cu;fi^.?^ti]5?.^^^^^^^  ^^^  CEILINGS  OF  PRODUCTS  .WICH  ARE  NOT  JvSSEOTIAL  OR  F\3R  'JVHICH 
NO  SHOnTAGS  EXISTS? 

A.       Yes.     OPA  will  continue  to  apply  its  minimum  and  transition  product  standards. 
However,  since  the  application  of  these  standards  usually  requires  cost  studies  which 
demand  much  time  and  attention  from  OPA's  limited  staff,  O^A's  ad-ninistrative  policy 
will  be  to  defer  actions  on  the  basis  of  these  standards  until  it  is  sure  that  their 
handling  will  not  interfere  with  the  handling  of  actions  necessary  to  eliminate  hardship 
to  industries  in  impaired  earnings  positions,  or  to  assure  needed  production    or  to 
satisfy  special  statutory  requirements. 

How  OPA  •■Ylll  Handle  Individual  Adjustments 

73.     Q.       TOLL  OPA  CONSIDER  APPROVED  WAGE  AND  SALARY  INCREASES  IN  PASSING  UPON  INDIVIDUAL 
ADJUSTMENTS?  -  li^oiujvhu 

A.      Yes.    However,  as  in  the  case  of  industry  actions  under  the  product  standard    OPA 
may  be  obliged  to  establish  priority  rules  for  the  processing  of  Individual  applications 
to  make  sure  that  cases  not  involving  ever-all  hardship  or  supply  emergencies  do  not 
Interfere  with  more  essential  programs, 

7U.     Q.       -fllLL  OPA  dVE  PRIORITY  TO  INDIVIDUAL  ADJUSTMENT  ACTIONS  A-HERE  THERE  IS  A  SHORTAGE 

A.      Yes.    Tifher©  industry-wide  action  is  Insufficient  to  meet  pressing  supply  needs,  OPA 
will  give  first  priority  to  Individual  Adjustment  sstlons  which  have  this  objective. 


7^,.    Q.       JVILL' OPA  GIVE  PRIORITYlTO  INDIVIDUAL' ADJlSPiENT  ACTIONS  ATiERE  THE  APPLICANT  IS  III 

OVER-ALL  HARDSHIP? 

A.      Yes.    However,  OPA  will  have  to  be  satisfied  that  the  applicant's  hardship  will  not 
be  relieved  by  «ny  industry-wide  action  recently  taken  or  pending  at  the  time  the 
application  Is  beinn  considered. 


76.     Q.       '.TILL  OPA  APPRISE  THE  EARNINGS  PROSPECTS  OF  APPLICANTS  RDR  INDIVIDUAL  ADJU* 


o 


w 
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A.   Yes,  so  far  as  this  is  practicable.  It  must  be  recognized  that  such  appraisal 
cannot  always  be  made  with  the  same  degree  of  assurance  in  the  case  of  individual  finis 
as  In  the  case  of  industries.  However,  some  adjustments  can  certainly  be  made  for»cost 
and  earnings  trends  which  are  common  to  the  industry.  Indeed,  unless  this  were  done,  a 
serious  discrepancy  mipht  develop  between  the  level  of  ceilings  fixed  by  industry  action 
and  those  set  by  individual  adjustment. 

77.  Q.   V^LL  OPA  CONTINUE  TO  PROCESS  INDIVIDUAL  ADJUST!/ ENT  APPLICATIONS  BY  RECONrcRTINO 
MANUFACTURERS? 

A.   Yes.  Some  amendments  in  the 'existing  supplementary  orders  covering  such  adjustr.ents 
may  be  necessary  to  bring  them  into  conformity  with  the  new  wage-price  policy. 

78.  Q.   HO.V  .VILL  OPA  HANDLE  OTHER  INDIVIDUAL  ADJUSTi'EOT  APPLICATIONS? 

A.   Individual  adjustment  applications  which  do  not  have  priority  will  be  processed  as 
rapidly  as  time  available  for  staff  purposes  permit.  If  a  log-Ja-n  of  serious  propor- 
tions should  begin  to  develop  for  any  particular  com.T.odlty,  OPA  will  consider  elternatlv* 
solutions  such  as  the  authorization  of  "automatic"  repricing,  or  the  issuance  of  increase 
factors  to  be  added  by  the  applicants. 

Interim  Relief  and  "Automatic"  Pricing 

79.  Q.  '•mi   .iaLL  OPA  DO  IN  THE  CASE  OF  MANUFACTURERS  iVHO  MAKE  A  LARGS  NUMBER  OF 
«aSCELLANEOUS  PRODUCTS  AND  V.'HO  DO  NOT  FALL  k'/ITHIN  Am   aEARLY  DEFINED  INDUSTRY? 

A.   OPA  has  created  a  special  "task  force"  to  deal  with  this  problem  which  has  recently 
becoae  acute  in  the  steel  fabricating  field  where  there  are  many  such  nanufact'orers. 
Interim  relief,  where  needed,  will  be  announced  shortly  for  those  fabricators  whose 
cases  are  not  being  handled  under  a  group  of  industry  actions  now  being  Issued. 

80.  Q.   -AILL  OPA  EVER  ALLO".V  MANUFACTURERS  TO  CALCULATE  THE  Al'OUNT  OF  THEIR  OPi   CEILING 
PRICE  INCREASES? 

A.   Yes.  As  was  pointed  out  above,  "automatic"  pricing  of  this  sort  Is  one  of  the 
methods  v/hlch  OPA  will  use  to  strea.mllne  price  actions  where  this  Is  necessarjf, 

81.  Q,   IVhT  DOF^  MOT  OPA  USE  THE  SELF-FRICIKG  f'STHOD  FOR  ALL  INDUSTRIES? 

A.   OPA  has  already  used  this  method  to  a  considerable  extent  In  the  pricing  of  new 
articles  and  to  a  lesser  extent  In  authorizing  price  adjustments.  There  are  many 
commodity  fields,  however,  where  the  need  for  price  uniformity  precludes  its  use. 
Moreover,  experience  shows  that  the  procedure  is  open  to  serious  abuse  and  mistaKes 
(often  by  sellers  whose  good  faith  cannot  be  questioned),  .'^lle,  t.HArefore,  the  method 
cannot  be  generally  employed,  there  are  certain  fields  where  its  use,  under  IL-nited 
supervision,  will  give  rise  to  no  inflationary  dangers.  OPA  will  be  expending  the 
method's  use  in  those  fields. 
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Questfons  and  Answers  About  Plstrlbutore*  Prleea 

82.     Q.     WILL  OPA  APPLY  ITS  STANTAPXS  TO  TETrlUmJE  WHETHER  .TO  INCREASE  CEILIiOS  FCF.  RETAILERS, 
WHOLESALERS  'AW  OTHER  DISTP.IBUTORS  IF  THEY  MAKE  APPROVED  WAGE  INCREASES? 

A.     Yes.     As  in  the  past  OPA  will  apply  its  industry  earnings  standard  to  distributive 
trades  as  well  as  to  raanufacturinp  industries.     Hence,  if  an  approved  wa^re  increase,  alone 
or  to^^ether  with  other  cost  increases,   should  reduce  the  overall  earnin^'s  of  a  trade  below 
their  base  period  level,  OPA  would  act  promptly  to  grant  price  relief.     Distributive  earn- 
ings have  generally  been  so  far  above  their  base-period  level  as  to  make  the  need  for  action 
of  this  sort  unlikely  for  most  distributive  trades. 


t 


83.     Q.     WILL  OFA  REQUIRE  DISTRIBUTORS  TO  AB£OF:B  PF.ICE  INCPEASES  WHICH   IT  MAY  ALLOW  MANUFACTUF  ERS? 

A.     OPA  will  not  authorize  price  increases  for  distributors  price  increases  equivalent  to 
those  allowed  their  suppliers  if  the  distributors  ere  found  to  have  a  reascneble  ability  to 
absorb  all  or  a  part  of  the  increases  in  their  suppliers'   ceilings.     If,  however,  the  in- 
creases cannot  be  absorbed,  distributors'    ceiling's  will  be  revised  to  the  extent  necessary. 
The  standards  which  OPA  uses  to  gauge  the  ability  of  distributors  to  absorb  such  increases 
add  to  the  protection  given  distributors  by     the  Inr^ustry  earnings  standard. 


Bl,     Q.     AP^  VOll  DISTRIBUTORS  LIKELY  TO  BE  REQUIRED  HEREAFTER  TO  ABSORB  AN'Y  COI-'SIT'EI-'-AELE  Af.'.OUNT 
OF  SUPPLIERS'   PRICE  T-'CREASES? 

A,     No.     OPA  has  already  required  absorption  by  distributors  in  many  fields  to  the  full  ex- 
tent per):iittod  by  its  standards.     In  such  coramoriity  fields,  no  further  abEorption  will  be 
expected.     On  this  basis,  for  example,  there  is  no  reason  to  expect  further  absorption  as  to 
household  furniture,  most  of  the  lo?/-cost  staple  items  of  apparel,  most  foods,. and  some 
reconversion  goods,  including  a  number  of  household  appliances.     Dealers  in  other  fields, 
who  have  been  required  to  absorb  lesser  amounts  or  none  at  all,  will,  of  course,  still  have 
Borae  further  margin  for  absorption, 

85.     Q.     DOES  OPA'S  PECUIFE^ffNT  THAT  riSTP.IBUTQP.S  AK'.OF^B  ALL  OR  PART  OF  AN  lilCr.IIA.VE  TA  MANUFAC- 
TUREP.S'   CEILINGS  DISCREHNATE  UT;FAIRLY  AGABiST  DISTPIBUTOFiS? 

A.     No,     OPA  does  not  favor  manufacturers  as  against  distributors  by  this  requirement.     OPA 
has  alirays  required,  and  by  its  industry  earnings  and  other  standards  Is  still  requiring, 
manufacturers  to  absorb  cost  increases  to  the  limit  of  their  reasonable  capacity  to  do  sb. 
It  would  be  grcbsly  unfair,  as  well  as  inflationary,  to  make  no  similar  requirement  in  the 
case  of  distributors. 


86,     Q.     WILL  OPA'S  COOTIN'UED  PJlCUFEf^ENT 
HARISHIP  TO  THEMV 


OF  ca,T  ar.0}:pti">n  by  £o?2  riSTHiBuras  b:.  an  economic 


A,     No.     Most  distributive  trades  have  fared  extremely  well  thi'ourhout  the  period  of  price 
control.     The  ctPndfrds  of  absorption  will  permit  them  to  continue  to  prosper.     As  was  ex- 
plained above,   t*iere  are  many  fields  where  no  further  absorption  whatever  is  to  be  expected. 
OTP  is  nor  reviewing  its  standards  governing  distributor  absorption  to  raa]<e  doubly  sure  that 
hardship  will  not  result  from  changed  conditions  under  the  new  war^e  price  policy. 


Where  Industry  V/ape  Actions  Are  Not  Simultaneous 


87.     Q,     HO/  WILL  OPA  TAKE  WAGE  CP,  SALAP.Y   En'CREASES  BTO  ACCOUJJT  WHEN   lOST  ErTLOYH  S  IN  AN 
INDUSTPy  H.fiVE  MAI^E  THEM  BUT  Sa!E  HAVE  HOT? 


If 
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A.    While  OPA  will  generally  act  only  on  the  bases  of  approved  increases,  it  will  in  th« 
interests  of  promptness  take  industry  action,  if  needed.     When  most  of  the  industry  has 
made  approved  wage  increases  and  most  of  the  rest  is  reasonably  sxire  to  follow  in  the 
near  future,  OPA  will  be  free  to  take  the  future  wage  increases  into  consideration  in 
making  industry-wide  price  adjustments  in  such  cases,  where  this  will  proaote  effective 
price  administration. 


88,     Q,     HOr;  WILL  OPA  7A}X  V.'AGE  OR  SALARY   INCP£ASES  TJTO  ACCOUI.T  WHEN  SOLE  H.TLCYEFS  IN  AI 
lOTUSTRY  HAVE  VM^E  SUCH  INCREASES  BUT  MOST  HAVE  NOT? 
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A,     In  such  a  case,'  OPA  will  endeavor,  wherever  practicable,  to  provide  a  means  of  giving 
prompt  relief,  if  needed,  to  those  employers  who  have  made  approved  wage  increases  and 
for  those  who  later  make  them.     Methods  for  doing  this  include  providing  two  levels  of 
ceilings,  the  higher  level  being  available  to  employers  only  as  they  make  the  wage  in- 
creases; authorizing  individual  adjustments  for  employers  who  have  made  increases,  end 
prescribing  increase  factors  to  be  used  by  such  employers  in  calculating  their  ceilings. 
However,  v.here  xiniform  prices  are  essential,  it  may  be  necessary  to  increase  the  industry 
ceiling  from  time  to  time  as  more  wage  increases  are  made. 

Questions  About  Government  Contracts 

89.  Q.     WILL  FELDLAL  FROCUREMNT  AGENCIES  TAKE  ACCOUNT  OF  APPF:OVED  WAGE  OR  SALARY   INCPIIASES 
VJJ)E  AFTER  FEBF.UARY  lA,  19^6? 

A.  Yes.  Any  approved  wage  or  salary  increase  made  on  or  after  February  lAt  19^6,  (the 
date  of  the  new  executive  order)  by  an  employer  furnishing  goods  or  services  under  con- 
tract with  the  United  States  will  be  taken  into  consideration  by  the  procure^ient  agency 
concerned  on  the  sane  basis  that  the  agency  would  take  any  other  cost  factor  Into  account, 

90.  Q.     WILL  Tffi  PT.OCUREMNT  AGENCIES  TAKE  ACCOUNT  OF  WAGE  OR  SALARY  DlCl^UiSES  WHICH  WEPX  MAPI 
WITHOUT  APPROVAL  BEFCEE  FEBRUARY  lA,  1946,  AND  TXmHiED  UNAPPROVED  BEFORE  THAT  DATE? 

A.     Only  if  the  procurem^t  agency  finds  that  reimbursement  is  necessary  to  prevent  hardship 
to  the  employer.     Otherwise  the  agency  will  exclude  the  costs  attributable  to  the  increase, 

91.  Q.     WILL  THE  FT.OCUREKENT  AGENCIES  TAKE  ACCOUNT  OF  UNAPFPlOVEr  WAGE  Of:  SALARY  DCFUISES  UMM 
AFTER  FEBRUAPJ  lA,  19^67 

A,     No,     The  procurement  agencies  will  not  reimburse  empleyers  for  any  costs  incurred  as  a 
result  of  such  an  increase. 


NOTE 


These  questions  and  answers  are  issued  by  the  Office  of  Economic 
Stabilization,  the  Office  of  Price  Administration,  and  the  National  Wage 
Stabilization  Board,  in  further  explanation  of  the  revised  T/age-price 
policy  announced  by  President  Trur.an  on  February  lA,  19^6.  They  are  pub- 
lished after  extensive  consultation  among  all  three  agencies.  However  it 
should  be  kept  in  mind  that  the  National  Wage  Stabilization  Board  is  a 
tripartite  group  whose  members  represent  and  act  as  spokesmen  for  canfige- 
ment,  labor  and  the  public.  Thus  various  Wage  Stabilization  Board  nesiber* 
have  noted  reservations  and  in  some  cases  registered  objections  to  the 
answers  to  particular  questions.  Specific  wage  increases  will,  of  course, 
be  considered  by  the  whole  Wage  Stabilization  Board  on  the  facts  of  the 
individual  cases  as  they  arise. 
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TITLE  32  —  KATICIIAL  DEFENSE 
CHAPTER  XVIII  —  OFFICE  OF  EXNOUIC  STABILIZATION 
■  ■  PART  lOOl  —  STABILIZATION  OF  WAGES  AND  PRICES 

SUPPLEMEI^TARY  WAGE  AND  SALARY  REGUIATIOKS 

Pursuant  to  the  authority  vested  in  rae  by  the  Stabilization  Act  of  l?Ij2,  as  amended, 
and  by  Executive  Order  9250  of  October  3,  1912  (7  F.R.  7871).  Executive  Order  9328  of  April 
8.  19li3  (8  FJl.  1681),  Executive  Order  9599  of  August  18,  19a5  (10  FJl.  10155),  Executive 
Order  9651  of  October  30,  19ii5  (10  r.R.  13187),  Executive  Order  9697  of  February  Hi,  191*6 
(11  F.R.  1691),  and  Executive  Order  9699  of  February  25,  I9I16  (11  F.R.  1929),  the  folloirliif 
regulations  are  hereby  promulgated:  1/ 

SUBPART  A  —  GENERAL  PROVISIONS 

Section  101#  Purpose.  The  purpose  of  these  regulations  is  to  carry  out  the  policies 
established  in  libcecutlve  Order  9599  (August  18,  1915),  Executive  Order  9651  (October  30, 
I9[i5),  and  Executive  Order  9697  (February  iJb,  19li6)  with  respect  to  increases  in  wages  and 
salaries  and  their  relationship  to  prices  and  rent  ceilings  and  costs  to  the  United  States. 
These  regulations  supersede  the  Supplementary  V.'age  and  Salary  Regulations  issued  by  the  Stab- 
ilization Administrator  on  December  5,  19^45  (10  FJl.  I'i820).  They  supersede  all  other  regu- 
lations, directives  or  rulings  of  the  Economic  Stabilisation  Director  2/  or  of  the  Stabili- 
zation Administrator  to  the  extent  that  they  are  inconsistent  with  them. 

Section  102.  "Approved"  and  "unapproved"  wage  and  salary  increases.  As  used  in  thes« 


regulations,  an  "approved"  wage  or  salary  increase  means  an  increase  which  has  been  approved 
with  the  provisions  of  Section  3  of  Executive  Order  9697  or  of  Subpart  0  of  these  regulationa. 
An  "unapproved"  wage  or  salary  increase  means  dxvj  other  wage  or  salary  increase.  An  "approv- 
ed" wage  or  salary  increase  may  be  taken  into  consideration  In  deterniniiig  price  or  rent 
ceilings  or  costs  to  the  United  States  in  accordance  with  the  provisions  of  Subpart  D  of 
these  regulations.  An  "unapproved"  iricrcase  is  subject  to  the  Conditioiis  stated  in  Subpart  1 
of  these  regulations  and  may  not  be  so  taken  into  consideration. 


1/  These  regulations  supersede  the  Supplementary  Wage  and  Salary  Regulations  issued  by  the 
Stabilization  Administrator  on  December  5,  19lt5  (10  F.R.  U820).  However,  Order  No.  1  under 
Section  Ii001J06  of  these  regulations  (10  F.R.  15026)  and  Order  No.  2  under  Section  1001.306 
of  those  regulations  (11  F.R.  10l5)  renaln  in  full  force  and  effect. 

2/  As  hereafter  used  in  the^e  regulations,  the  term  "Economic  Stabilization  Director**  In- 
cludes also  the  Stabilization  Administrator  in  the  case  of  actions  taken  between  Septeiabcr 
20,  I9I5  acd  February  25,  1916. 
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Section  2Q2.'  ^at  wage  and  salary  Increasaa  |£e  J,2I^,  (i)  WbilA  tha  utklog  of  any 
wage  or  salary  Increase  on  or  after  February  U,  19^,  is  subject  to  the  conditions  stated 
in  Subpart  B  of  these  regulations,  the  payment  of  such  an  increase  is  not  unlawfVil,  except 
as  provided  in  the  succeeding  paragraphs  of  this  section* 

(b)  Pending  provision  to  the  contrary  by  the  National  lage  Stabilisation  Board,  a  wage 
or  salary  increase  may  not  lawfully  be  made  with  respect  to  eiif)loyees  in  the  building  and 
construction  industry  who  are  subject  to  the  Jurisdiction  of  the  Wage  Adjustment  Board, 
unless  the  increase,  before  being  put  into  effect,  has  been  approved  in  Accordance  with  the 
applicable  requirements  of  the  National  Wage  Stabilisation  Board  and  of  tha  Wage  Adjustment 
Board, 

(c)  Pending  provision  to  the  contrary  by  the  Secretary  of  Agriculture,  a  wage  or 
salary  increase  subject  to  the  wage  or  salary  stabilization  regulations  of  the  Secretary  of 
Agriculture  is  not  lawful  unless  the  increase,  before  being  put  into  effect,  has  been 
approved  as  required  by  these  regulations  or  unless  the  increase  is  permissible  under  the 
terns  of  those  regulations, 

(d)  Pending  provision  to  the  contrary  by  the  National  Wage  Stabilization  Board,  wage 

or  salary  increases  for  the  purpose  of  eliminating  intra-plant  inequities  in  the  basic  steel 
Industry  may  not  lawfully  be  made  with  respect  to  the  rates  of  enployees  covered  by  the  Direc- 
tive Order  of  the  National  War  Labor  Board  dated  November  25,  19^4  unless,  before  such  increases 
are  put  into  effect,  they  have  been  approved  in  accordance  with  the  applicable  requirements 
of  the  National  Wage  Stabilization  Board. 

(e)  Except  as  the  appropriate  wage  or  salary  stabilization  agency  may  by  regulation  or 
general  order  provide,  no  new  wage  or  salary  rates  for  new  plants  or  for  n^w  departments  In 
•xisting  plants  may  be  established  or  paid  without  the  prior  approval  of  such  agency, 

(f)  The  Economic  Stabilization  Director  may,  by  amendment  to  this  section,  define  further 
classes  of  wage  or  salary  increases  which  will  be  unlawful  unless  made  with  the  prior  approval 
of  the  appropriate  wage  or  salary  stabilization  agency. 

Section  10^,  List  of  desitmated  wage  ^r  salary  stabilization  agencies,  (a)  The  following, 
for  the  purpose  of  these  regulations,  are  designated  wage  and  salary  stabilization  agencies: 

(1)  The  National  Wage  Stabilization  Board,  with  respect  to  wages  and  salaries  as  to  i^ich 
the  National  War  Labor  Board  exercised  Jurisdiction  on  August  17,  1945. 

(2)  The  Commissioner  of  Internal  Revenue,  with  respect  to  salaries  as  to  which  the 
Commissioner  exercised  Jurisdiction  on  August  17,  1945, 

(3)  The  Economic  Stabilization  Director,  with  respect  to  wages  and  salaries  as  to  which 
the  National  Wage  Stabilization  Board  is  precluded  from  exercising  authority  by  the  Lea 
Amendment  to  the  National  Ifeir  Agencies  Appropriation  Act  of  1946,  (Such  cases  will  be  trans- 
mitted to  the  Director  by  the  Secretary  of  Agriculture), 

(4)  The  Secretary  of  Agriculture,  with  respect  to  wages  and  salaries  as  to  which  the 
Secretary  exercised  Jurisdiction  on  August  17,  1945,         , 

(b)  The  provisions  of  these  regulations  are  also  applicable,  to  the  extent  authorized 
by  Executive  Order  9299  and  Section  4  of  the  Stabilization  Act  of  1942,  as  amended,  to  wages 
and  salaries  of  enployees  who  are  subject  to  the  provisions  of  the  Railway  Labor  Act, 

Section  ^0^,  Application  to  suspended  price  or  rent  ceilini?s .  For  the  purpose  of  these 
regulations  the  terms  "price  or  rent  ceilings"  shall  include  price  or  rent  ceilings  which  hav» 
been  suspended  by  the  Price  Administrator. 

Section  106.  Wage  increases  required  bj  certain  statutes.  Nothing  in  these  regulations 
shall  be  construed  to  prohibit  or  to  attach  conditions  to  the  making  of  any  wage  or  salary 
increase  required  by  the  provisions  of  the  Fair  labor  Standards  Act,  the  Walsh-Healey  Act.  or 
the  Davis- Bacon  Act. 
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section  201.  Exooptions  ^  jg^j^SL  approval  provisiona  sL  Ejceeutive  Order  9697.  Any 
6iq;>loyar  may  make  a  wag*  or  salary  Inereaaa  without  tha  prior  approval  of  any  wage  or  salary 
Btabiliaation  agency  and  without  prejudiea  to  his  right  of  applying  for  approval  of  the  incraaaa 
thereafter  and  uaing  it,  to  the  extent  that  it  is  approved,  as  a  basis  for  seeking  an  increase 
in  price  ceilings  or  for  any  other  of  the  purposes  described  in  Section  202,  if  eithert 

(a)  The  employer  has  no  present  intention  of  using  the  increase  as  a  basis  for  seeking 
an  increase  in  price  ceilings  or  for  any  other  of  the  puirposes  described  in  Section  202,  and 
80  states  in  a  notice  describing  the  increase  filed  with  the  appropriate  wage  or  salary  stab- 
ilisation agency  within  30  days  after  the  increase  is  first  reflected  in  current  payrolls;  or 

(b)  The  Increase  is  made  before  March  15,  1946,  in  accordance  with  the  provisions  of 
General  Order  1,  issued  by  the  Stabilization  Administrator,  and  application  for  approval  is 
filed  with  the  appropriate  wage  or  salary  stabilization  agency  within  30  days  after  the 
increase  is  first  reflected  in  current  pay-rolls. 

Section  202.  raiver  of  right  to  seek  increased  ceilings  o£  ^o  increase  costs  to  the  tJnitad 
States  by  institution  of  unapproved  increase.  Except  as  provided  in  Section  201,  the  making  on 
or  after  February  14,  1946,  of  any  wage  or  salary  increase  (other  than  an  increase  approved 
under  the  provisions  of  these  regulations)  without  the  prior  approval  of  the  appropriate  wage  or 
salary  stabilization  agency  shall  be  deemed  to  be  a  waiver,  during  the  continuation  of  the  stabi* 
lization  laws,  of  any  right  which  the  esployer  might  otherwise  have  to  use  such  increase  la  whole 
or  in  part  as.  a  basis  for  seeking  or  obtaining  an  increase  in  price  or  rent  ceilings  or  for  re- 
sisting an  otherwise  justifiable  reduction  in  price  or  rent  ceilings  or  (iq  the  case  of  prodaets 
or  services  being  furnished  under  contract  with  a  federal  procurement  agency)  for  increasing 
costs  to  the  United  States  or  (in  the  case  of  a  public  utility  or  common  carrier)  for  seeking  or 
obtaining  an  increase  in  rates. 

Section  20^.  Unapproved  jncreageg  excluded  froni  consideration  \n   determining  crlce  qt   reo^ 
ceilings,   (a)  The  Price  Administrator  ehall  not  take  into  consideration  any  unapproved  wage  or 
SBlary   increase  in  determining  price  or  rent  ceilings,  Whenever  there  is  presented  as  a  basis 
for  an  increase  in  such  ceilings  an  operating  or  financial  statement  which  reflects,  in  whole  or 
in  part,  the  results  of  operations  during  a  period  in  which  an  unapproved  wage  or  salary  increase 
was  paid,  the  Price  Adnin;Lstrator  shall  deduct  from  the  costs  as  shown  in  the  statement  the  aaooot 
of  the  increase  in  payroll  resulting  from  the  unapproved  increase,  except  to  the  extent  that  the 
employer  affirmatively  shows  that  the  increase  in  labor  costs  attributable  to  the  unapproved 
Increase  was  less  than  the  Increase  in  payroll, 

(b)  No  seller  or  landlord  may  take  any  unapproved  wage  or  salary  increase  into  considera- 
tion in  determining  his  price  or  rent  ceilings. 

Section  204.  Unapproved  increases  excluded  as  basis  for  increasing  costs  to  the  United 
gt^tes.  No  unapproved  wage  or  salary  increase  shall  be  used  as  a  basis  for  increasing  costs 
to  the  United  States,  No  federal  procurement  agency  shall  agree  to  terminate  any  contract  for 
the  purpose  of  negotiating  a  new  contract  which  will  take  into  consideration  the  cost  of  an 
unapproved  wage  or  salary  increase.  So  far  as  practicable,  no  federal  procurement  agency  shall 
'take  any  unapproved  wage  or  salary  increase  into  consideration  in  negotiating  a  fixed  price 
contract,  , 

SUBPART  C  —  APPROVAL  OF  WAGE  OR  SALARY  INCREASES 

Section  301.  Wage  or  salary  increases  which  are  approve^  without  further  application  %2 
wage  or  salary  stabilization  agencies.  Except  as  provided  in  Section  103,  any  wage  or  salary 
increase  of  a  kind  described  in  this  section  shall  be  deemed  to  be  approved  for  the  purposes  of 
these  regulations: 

(a)  Any  wage  or  salary  increase  lawfully  made  without  specific  approval  or  approved  by  the 
appropriate  wage  or  salary  stabilization  agency  before  February  14,  1946, 

(b)  Any  wage  or  salary  increase  made  at  any  time  in  accordance  with  a  governmental 
recommendation  in  a  wage  controversy  announced  before  February  14,  1946. 


28 


29 


•K!'  ■•:' 


■^  ■rv-^'»^V^-rf 


•  -•vvit^f«r 


•^a»«-^ 


''^■MMMimi 


5 

I 


<  • 


v'.^' 


"x 


t)^^*^ 


(c)  Any  wage  or  salary  increase  oade  on  or  after  Fiebruary  U^^  l^iJSf  by  an  enployer  who 
at  the  tine  the  increase  was  put  into  effect  enployed  not  more  than  eight  employees}  Provide^, 
that  unless  expressly  extended  by  announcement  of  the  ai^ropriate  wage  or  salary  atablllsation 
agency  this  exception  shall  not  apply  with  respect  to  e]i|)loyee8  whose  wages,  hours  or  working 
eonditions  have  been  established  or  negotiated  on  an  industry,  association,  area,  or  other 
similar  basis  by  a  master  contract  or  by  similar  or  identical  contracts:  and  Provided,  further, 
that  .the  appropriate  wage  or  salary  stabilisaticKi  agency  may  make  such  other  exclusions  from 
this  exception  as  it  may  deem* necessary  to  carry  out  the  purposes  of  Executive  Ojrder  9697. 

(d)  Any  wage  or  s|ilary  increase  made  on  or  aftgr  February  14,»  19A6,  resulting  from  the 
institution  of  a  plan  which  provides  for  (1)  not  more  than  six  paid  holidays  per  year,  or  (2) 
extra  payments  for  night  work,  to  the  extent  that  such  extra  payments  do  not  exceed  five  cents 
per  hour  for  work  on  a  second  shift  or  ten  cents  per  hour  for  work  on  a  third  shift,  or  (3)  paid 
vacations  to  employees,  to  the  extent  that  such  paid  vacations  do  not  exceed  one  we§k  for  any 
en^jloyee  having  completed  one  year  or  more  of  employnjent  with  the  employer  and  two  veeks  for^ 
any  .employee  having  cotpleted  five  or  more  years  of  enployment  with  the  employer, 

(e)  Any  wage  or  salary  Increase  made  in  accordance  with  the  provisions  of  a  regulation 
or  general  order  issued  by  the  appropriate  wage  or  salary  stabilization  agency  pursuant  to 
Secti(m  30S  of  these  regulations. 

Section  302,  Wage  or  salary  increases  approvable  only  on  application  to  wage  o£  salary 
ytablligation  agency,  A  wage  or  salary  Increase  which  does  not  fall  within  one  of  the  classes 
listed  in  Section  301  may  be  approved  only  on  application  to,  and  decision  by,  the  appropriate 
wage  or  salary  stabilization  agency.  Such  an  increase  shall  be  approved  only  if  the  appropriate 
wage  or  salary  stabilization  agency  finds  that  it  falls  within  one  or  more  of  the  classes  of 
cases  described  in  Sections  303  to  307  and  only  to  the  extent  to  which  it  is  found  approvable 
under  the  terms  of  those  sections.  Upon  the  determination  by  the  appropriate  wage  or  salary 
stabilization  agency  that  a  wage  or  salary  increase  is  approvable  under  the  terms  of  the  appli- 
cable section,  the  increase  shall  be  deemed  to  be  approved  also  by  the  Economic  Stabilization 
Director, 

Section  30^,  Increases  consistent  with  industry  or  local  area  pattern.  Tte  appropriate 
wage  or  salary  stabilization  agency  shall  approve  a  wage  or  salary  increase  which  it  finds  to 
be  consistent  with  the  general  pattern  of  wage  or  salary  adjustments  which  has  been  established 
in  the  particular  industry,  or  in  the  particular  Industry  or  related  industries  within  the 
particular  local  labor  market  area,  during  the  period  between  August  18,  1945,  and  February  14, 
•19^6, 

Section  22^,  Increases  to  correct  across  inequities.  In  any  case  in  which  it  finds  that  no 
applicable  pattern  of  wage  or  salary  adjustments  was  established  during  the  period  between 
August  18,  1945  and  February  H,  1946,  the  appropriate  wage  or  salary  stabilization  agency  shall 
approve  a  wage  or  salary  increase  which  it  finds  is  necessary  to  eliminate  a  gross  Inequity  be- 
tween wage  rates  or  salaries  in  related  industries,  related  plants  in  the  same  industry  or  local- 
ity, or  related  Job  classifications  in  the  same  plant  which  would  Interfere  with  the  effective 
transition  to  a  peacetime  economy.  In  determining  whether  there  exists  a  gross  Inequity  between 
related  industries,  within  the  meaning  of  this  section,  consideration  shall  be  given  to  the 
extent  to  irtilch  the  take-home  pay  of  the  employees  in  the  respective  industries  has  been  reduced 
ts  a  result  of  the  transition  to  a  peacetime  econorry. 

Section  305.  » "Cost  of  living"  Increases.  In  any  case  in  which  it  finds  that  no  applicable 
pattern  of  wage  or  salary  adjustments  was  established  during  the  period  between  August  18,  1945 
and  February  14,  1946,  the  appropriate  wage  or  salary  stabilization  agency  shall  approve  a  wage 
or  salary  Increase  which  it  finds  necessary  to  correct  a  maladjustment  which  would  Interfere 
■with  the  effective  transition  to  a  peacetime  economy  and  irtiich  is  further  necessary  to  make  the 
average  increase  since  January  1,  1941  in  wage  or  salary  rates  of  employees  in  the  appropriate 
unit  equal  the  percentage  Increase  In  the  cost  of  living  between  January  1941  and  September 
•1945 •  For  the  purposes  of  this  section  this  percentage  increase  In  the  cost  of  living  shall  be 
deemed  to  be  33  per  cent, 

Sectloq  306,  Increases  to  correct  subetandarda  of  living.  The  appropriate  wage  or  salary 
stabilization  agency  shall  approve  a  wage  or  salary  increase  which  it  finds  is  necessary  to 
correct  substandards  of  living. 
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Section  307.  Incroasss  fallini^PQ"  *^*fggmi^rin  fflig^^/lor  to  AugtiTr^t.  *19aS.  Tlis 
appropriate  wage  or  salary  stabilisatioif  Agency  may  approve  any  wage  or  salary  increase  which 
it  finds  falls  within  one  of  the  standards  in  effect  on  August  17,  1945,  (except  the  standards 
relating  to  "rare  and  unusual"  eases) *<under  which  applications  for  wage  or  salary  increases 
were  approved. 

Section  308.  Issuance  of  general  pattern  and  other  orders^  (a)  The  appropriate  wage  or 
salary  stabilization  agency  shall  have  authority  by  regulation  or  general  order  to  designate 
particular  industries,  or  particular  industries  or  related  industries  within  a  particular 
local  labor  market  area,  with  respect  to  which  it  finds  that  a  general  pattern  of  wage  or 
salary  adjtistaents  has  been  established,  within  the  meaning  of  Section  303,  or  that  a  specified 
wage  or  salary  level  is  necessary  to  eliminate  a  gross  inequity  between  wage  rates  or  salaries 
in  related  industries  or  in  related  plants  in  the  same  industry  or  locality,  within  the  «eanlng 
of  Section  304,  and  to  provide  that  any  wage  or  salary  increase  conforming  to  such  regxaation  or 
general  order  shall  be  deemed  to  be  approved, 

(b)  No  wage  or  salary  increase  or  part  thereof  which  is  nade  by  an  erployer  who  falls 
within  the  terns  of  a  reg\aation  or  general  order  Issued  pursuant  to  paragraph  (a)  of  this 
section  and  which  is  in  excess  of  the  amount  approved  by  such  regulations  or  order  shall 

be  approved  under  any  other  provision  of  this  regulation,  except  Section  306  or  Section  30?» 
unless  the  appropriate  wage  or  salary  stnbilization  agency  finds,  with  the  approval  of  the 
Economic- Stabilization  Director,  that  because  of  special  circumstances  such  approval  Is 
necessary  to  effectuate  the  purposes  of  Executive  Order  9697, 

(c)  The  appropriate  wage  or  salary  stabilization  agency  nay,  with  the  approval  of  the 
Economic  Stabilization  Director,  give  advance  approval  by  regulation  or  general  order  to  other 
classes  of  wage  or  salary  increases. 

Section  309 »  Ag-i^ements  for  conditional  wage  or  salary  incrf^^es.  No  wage  or  salary 
stabilization  agency  shall  consider  or  act  upon  an  application  for  approval  of  any  wage  or 
salary  increafe  which  appears  to  he  conditioned  in  whole  or  in  part  upon  the  granting  of  an 
increase  in  price  or  rent  ceilings,  Ttiis   provision,  however,  shall  not  be  a  bar  to  consider- 
ation of  an  increase  which  is  conditioned  upon  approval  by  the  appropriate  wage  or  salary 
stabilization  agency  nor  of  an  increase  which  is  not  to  be  put  into  effect  until  a  determina- 
tion has  been  made  by  the  Office  of  Price  Administration  as  to  whether  an  increase  in  price  or 
rent  ceilings  is  required, 

SUBPAHT  D  —  EFFECT  OF  APPROVED  TAGE  OR  SAURY  IKCRLASES 

Section  401.  Effect  of  approved  incrpases  in  deteri-diring  price  or  rent  ceilings, 
(a) In  determining  price  or  rent  ceilings,  the  Price  Administrator  shall  take  into  con- 
sideration, consistently  with  the  provisions  and  purposes  of  Executive  Order  9697,  any  wage 
or  salary  increase  which  is  approved  under  the  provlf-ions  of  these  regulations.  In  so  doing, 
however,  the  Price  Administrator  shall  exclude  from  consideration  any  retroactive  part  of  any 
such  increase  —  that  is,  any  part  paid  on  account  of  work  done  prior  to  the  date  when  the 
increase  was  made,  except  where,  in  his  judgment,  different  action  is  required  in  order  to  end 
a  supply  emergency  with  respect  to  the  commodity  involved  which  threatens  to  interfere  with 
the  effective  transition  to  a  peacetime  economy, 

(b)  Nothing  in  these  regulations  shall  be  construed  as  directing  any  Increase  in  price 
or  rent  ceilings  which  is  not  reruired  under  the  provisions  of  an  applicable  maximum  price  or 
rent  regulation  or  under  the  applicable  statutory  or  administrative  standards  governing  changes 
in  price  or  rent  ceilings,  including  the  standards  provided  for  in  Section  2  of  Executive  Order 
9697, 

Section  402.  Prohibition  ag^ainst  adjustment  of  price  or  rent  ceilings  before  appro ve<^ 
increase  h^s  been  put  into  effect  or  agreed  to.  Except  to  the  extent  permitted  in  Section  403, 
the  Price  Administrator  shall  not,  in  the  absence  of  specific  approval  by  the  Economic  Stabili- 
zation Director,  authorize  any  increase  in  price  or  rent  ceilings  or  make  any  commitment  to 
authorize  any  such  increase  on  the  basis  of  any  increase  in  wages  or  salaries  unless  such  wage 
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or  salary  Increase  has  been  pub  jjibo  effect  or  a  iin     anient  exlsta  to  put  it  Into  effect* 
However,  in  order  to  expedite  adjustment  of  ceilings  axcer  approved  increases  have  been  put 
into  effect,  the  Price  Administrator  may,  while  an  application  for  approval  of  a  wage  or 
salary  increase  is  pending,  receive  applications  for  increased  ceilings  based  on  the  wage  or 
salary  increase  for  which  approval  is  being  sought. 

Section  4.03.  Industry  price  increases  when  some  employers  in  industry  have  fiot  made 
wage  or  salary  increases.  In  taking  action  in  accordance  with  the  pricing  standards  of 
Section  2  of  Executive  Order  9697  or  of  any  orders  or  directives  issued  by  the  Economic 
Stabilization  Director  pursuant  thereto,  the  Price  Administrator  may  find  it  necessary  from 
time  to  time  to  arrive  at  a  Judgment  with  respect  to  the  earnings  position,  over  the  succeeding 
12  months,  of  an  industry  in  which  a  part,  but  not  all,  of  the  firms  have  put  approved  wage  or 
salary  increases  into  effect  or  have  made  firm  agreements  to  do  so.  In  such  a  case, not  only  is 
the  Price  Administrator  authorized  to  take  into  account  any  resulting  increase  in  cost  to  the 
firms  which  have  taken  such  action  but,  where  he  finds  that  such  firms  constitute  a  large 
portion  of  the  industry  (ordinarily  representing  at  least  one-half  the  total  output)  and  that 
like  wage  or  salary  increases  appear  reasonably  sure  to  be  made  by  a  large  portion  of  the 
remaining  firms  in  the  near  future,  he  may  also  take  into  account  the  increase  in  cost  which 
he  believes  likely  to  result  from  those  future  wage  increases,  when,  in  his  Judgment,  to  do 
80  would  promote  effective  price  administration,  %ere  the  Price  Administrator  finds  that  a 
portion  of  the  firms  in  an  industry  have  taken  such  action  with  respect  to  approved  wage  or 
salary  increases  and  additional  firms  are  reasonably  certain  to  do  so,  but  where  he  cannot  make 
the  finding  required  by  the  preceding  sentence,  he  may  not,  without  the  express  approval  of 
the  Economic  Stabilization  Director,  take  into  present  account  such  wace  or  salary  increases 
as  may  thereafter  be  made  and  approved,  but  he  iray  make  whatever  provision  appears  to  him  just 
and  practicable  (e.g.,  by  establishing  two  levels  of  ceiling  prices,  by  authorizing  individual, 
adjustments,  or  by  prescribing  increase  factors)  to  accord  price  relief,  iriiere  needed,  to  those 
firms  which  have  put  approved  wage  or  salary  increases  into  effect  or  have  made  firm  agreements 
to  do  so  and  to  facilitate  the  granting  of  price  relief  on  a  like  basis  to  those  other  firms 
which  may  thereafter  take  such  wage  or  salary  action. 

Section  404,  Use  of  estimates  as  to  effect  of  approved  wage  or  salary  increases  on  costs. 
The  Price  Administrator  shall  arrive  at  a  Judgment  as  to  the  effect  on  costs  currently  or  for 
the  succeeding  12  months  of  an  approved  wage  or  salary  increase  on  the  basis  of  the  best  data 
lAich  may  be  in  hand  or  obtainable  from  the  industry  or  firm  involved  within  a  reasonably  short 
period  of  time.  In  so  doing,  he  shall  give  due  consideration  to  such  seasonal,  nonrecurring, 
temporary,  or  otherwise  non-representative  factors  as  may  be  reflected  in  such  data  and  also  to 
euch  relevant  factors  as  he  may  find  have  been  operative  since  the  period  covered  by  the  data, 
or  may  be  operative  in  the  succeeding  12  months,  which  indicate  that  the  actual  cost  of  the  wage 
or  salary  increase  is  then,  or  over  the  latter  period  will  be,  higher  or  lower  than  the  estimates 
of  costs  which  would  otherwise  be  derived  from  the  data.  In  appropriate  cases,  the  Price 
Administrator  shall  provide  for  the  subsequent  review  of  any  adjustment  in  ceilings  put  into 
effect^  in  the  light  of  actual  e:q:erienca  during  a  representative  period  of  operations  subsequent 
to  the  increase. 

Section  405.  Effect  of  approved  increases  in  determining  costs  to  the  United  States,  In 
the  case  of  products  or  services  being  furnished  under  contract  with  a  federal  procurement  agency, 
euch  agency  may  take  into  consideration,  on  the  same  basis  as  other  factors  affecting  costs,  any 
wage  or  salary  increase  which  is  approved  under  the  provisions  of  these  regulations:  Provided . 
however,  that  no  wage  or  salary  Increase  which  was  made  on  or  before  February  13,  194-6,  and  was 
unapproved  on  that  date^ shall  be  a  basis  for  reimbursement  under  such  a  contract  unless  the 
procurement  agency  administering  the  contract  finds  that  reimbursement  is  necessary  to  prevent 
hardship.  Nothing  in  these  regulations,  hov/ever,  shall  be  construed  as  authorizing  or 
requiring  any  increase  in  costs  to  the  United  States  which  is  not  required  by  the  applicable 
procurement  contract, 

gectlon  4.06.  Increased  costs  to  the  United  States  to  be  limited  to  employers  who  have 
instituted  wage  or  salary  increases.  To  the  fullest  practicable  extent  federal  procurement 
agencies  shall  provide  that  no  enployer  ihall  be  eligible  for  the  benefits  of  any  increase  in 
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payments  by  the  United  States  based  upon  an  approved  wage  or  salary  increase  except  to  the 
extent  to  which  he  hlonself  has  put  into  effect  such  wage  or  salary  increase. 

(S.O.  925O:  E.O.  P328,  3  F.R.  Cum.  pp.  1213,  2267j  E.G.  9599  (10  F,R.  10155)| 
E.O.  9620  (10  FJl.  32033);  E.O.  9651  (10  FJl*  13kQ7i  E.O.  9697  (U  FJl.  I69I) 
and  E.O.  9699  (11  F.R.  1929). 


yarch  8,  I9h6 


Chester  Bowles, 

Economic  Stabilization  Director 
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